
NOTE: The information and requests for approval contained in this packet of materials are 
being presented by Minnesota Housing staff to the Minnesota Housing Board of Directors for 
its consideration on Thursday, November 19, 2020.   
 
Items requiring approval are neither effective nor final until voted on and approved by the 
Minnesota Housing Board. 

 

The Agency may conduct a meeting by telephone or other electronic means, provided the 
conditions of Minn. Stat. §462A.041 or Minn. Stat. 13D.021 are met.  The Agency shall, to the 
extent practical, allow a person to monitor the meeting electronically and may require the 
person making a connection to pay for documented marginal costs that the Agency incurs as a 
result of the additional connection. 

 
 

 

 
 

 

 
 

MEETINGS SCHEDULED FOR NOVEMBER  
 
 

Minnesota Housing  
400 Wabasha Street N. Suite 400 

St. Paul, MN  55102 
 
 

THURSDAY, NOVEMBER 19, 2020 
 

Regular Board Meeting 
1:00 p.m. 

 

Conference Call  
 

Toll-free dial-in number (U.S. and Canada):  
1-866-899-4679 

 
Conference code:  

620-507-245 

Page 1 of 210

tel:+18668994679,,955098141


This page intentionally left blank. 

Page 2 of 210



400 Wabasha Street North, Suite 
400 St. Paul, MN 55102 
P: 800.657.3769  
F: 651.296.8139 |  TTY: 
651.297.2361 
www.mnhousing.gov 

Mission 

Housing is the foundation for success, so we collaborate with individuals, communities and partners to 

create, preserve and finance housing that is affordable. 

Vision 

All Minnesotans live and thrive in a safe, stable home they can afford in a community of their choice. 

AGENDA 

Minnesota Housing Board Meeting 

Thursday November 19, 2020 

1:00 p.m. 

1. Call to Order

2. Roll Call

3. Agenda Review

4. Approval of Minutes

A. (page 5) Regular Meeting of October 22, 2020

5. Reports

A. Chair

B. Commissioner

C. Committee

6. Consent Agenda

A. (page 9) Commitment, Flexible Financing for Capital Costs Loan (FFCC)

-      Mayowood Apartments, D8208, Rochester, MN   

B. (page 23) Commitment, Low and Moderate Income Rental Program (LMIR) and Low and 

Moderate Income Rental Bridge Loan Program (LMIR BL) and Modification, Housing 

Infrastructure Bond Loan (HIB)   

- Owasso Gardens, D8233, Roseville 

7. Action Items
A. (page 37) Resolution authorizing the issuance and sale of Minnesota Housing Finance

Agency fixed rate Residential Housing Finance Bonds (RHFB) 

8. Discussion Items
A. (page 153) 1st Quarter TY 2021 Financial Reporting Package
B. (page 163) 10 Trends in Housing in 2020
C. Covid-19 Update
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9. Information Items

A. (page 187) 2020 State Election Update
B. (page 189) 2020 Cost Containment Report

C. (page 207) Fourth Quarter 2020 Progress Report:  2020-22 Strategic Plan and 2020-21

Affordable Housing Plan 

10. Other Business

None.

11. Adjournment
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Minutes 
Minnesota Housing Board Meeting 

Thursday, October 22, 2020 
1:00 p.m. 

Via Conference Call  

1. Call to Order.
Chair DeCramer called to order the regular meeting of the Board of Minnesota Housing Finance
Agency at 1:01 p.m.

2. Roll Call.
Members Present via conference call: Chief Executive Benjamin, Auditor Julie Blaha, Chair John
DeCramer, Craig Klausing, Stephanie Klinzing, Stephen Spears and Terri Thao.
Minnesota Housing Staff present via conference call: Tal Anderson, Ryan Baumtrog,  Vi
Bergquist, Sara Bunn, Kevin Carpenter, Jimena Dake, Jessica Deegan, Renee Dickinson, Allison
Ehlert, Rachel Franco, Anne Heitlinger, Darryl Henchen, Jennifer Ho, Song Lee, Anjanet
Kalinowski, Kasey Kier, Katey Kinley, Dan Kitzberger, Greg Krenz, Summer Jefferson, Tresa Larkin,
Debbi Larson, Song Lee, James Lehnhoff,  Nira Ly,  Eric Mattson, Jill Mazullo, Leighann McKenzie,
Erin Menne, Maggie Nadeau, John Patterson, Kirby Pitman, Devon Pohlman, William Price, Paula
Rindels, Rachel Robinson, Anne Smetak, Corey Strong, Emily Strong, Kim Stuart, Jodell Swenson,
Susan Thompson, Mike Thone, Ted Tulashie, Kayla Vang, Alyssa Wetzel-Moore, Sarah
Woodward, and Kristy Zack.
Others present via conference call: Michelle Adams, Kutak Rock; Ramona Advani, Office of the
Minnesota State Auditor; David Anderson, All Parks Alliance for Change; Christie Eller,
Minnesota Office of the Attorney General; Margaret Kaplan, Housing Justice Center; Melanie
Lien, Piper Sandler & Co.; Anne Mavity, Minnesota Housing Partnership; Owen Metz, Dominium;
Dana Nelson, Metropolitan Airports Commission; Russell Owen, Metropolitan Council; Bridget
Rief, Metropolitan Airports Commission.

3. Agenda Review
No changes.

4. Approval
Regular Meeting Minutes of September 24, 2020 and Special Meeting Minutes of September
29, 2020.
Motion:  Craig Klausing moved to approve the September 24 Regular Meeting Minutes and the
September 29 Special Meeting Minutes.  Seconded by Stephanie Klinzing.  Roll call was taken.
Motion carries 7-0.   All were in favor.

5. Reports
A. Chair
None.

B. Commissioner 
Commissioner Ho shared the following with the board: 

• Welcome Anjanet Kalinowski, Compliance Analyst, Single Family

• Good-bye to Cal Greening, Single Family, who retired last week

• We notified staff last week to plan to continue to work from home until end of June
2021 
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• Celebrated the Decker Dwellings Project in Duluth on October 14 

• Toured Garfield Square development  

• Attended the Wells Fargo event where they announced a $7 million commitment for 
downpayment assistance with the NeighborhoodLIFT program for Minneapolis and Saint 
Paul 

• Toured Park 7 development  

• Attended an Eviction Task Force Meeting with Rep. Omar 

• Participated in a listening session with Governor Walz and Lt. Governor Flanagan and 
renters.   

• Shared an update on the Qualified Action Plan.  More to come at the December board 
meeting.  

• Update on Special Session 5 and the Bonding Bill 

• Update on the Covid-19 Housing Assistance Program  

 
C. Committee  
None.  
 

6. Consent Agenda 
A. Grant Contract Modification, Rebuilding Together - Moved to Action 

B. Approval, Emergency & Accessibility Loan Program Procedural Manual Changes - Moved to 

Action 

C. Funding Modification, Publicly Owned Housing Program (POHP)  

 - Blue Mound Tower, D5973, Luverne    

D. Funding Modification, Preservation Affordable Reinvestment Fund (PARIF); 

 Approval, Waiver of the Predictive Cost Model 25% Threshold 

 -  Pine Bend Rice Lake Rehabilitation Project, D8224, Bagley/Lengby   

E. Approval, Waiver of Predictive Cost Model 25% Threshold 

 - Anishinabe III Supportive Housing, D8222, Minneapolis  

F. Grant Selection/Commitment, Housing Opportunities for Persons with AIDS – CARES Act  

(HOPWA-CV)   

         -   JustUs Health, D3621, Greater Minnesota   

G.  Risk Management and Internal Control Framework   

Motion: Terri Thao moved to approve the Consent Agenda C-G Items.  Seconded by Stephen 
Spears.  Roll Call was taken.  Motion Carries 7-0.       
 

7. Action Items  
Chair DeCramer requested Consent Agenda Items 6A and 6B move to Action.   Chair DeCramer 
asked questions and staff provided answers.   
A. Grant Contract Modification, Rebuilding Together   
B. Approval, Emergency & Accessibility Loan Program Procedural Manual Changes  
Motion: Chair DeCramer moved to approve the Consent Agenda A-B Items.  Seconded by 
Stephanie Klinzing.  Roll Call was taken.  Motion Carries 7-0.     
 
A. Workforce and Affordable Homeownership Development Program and Interim 

Construction Loan Selections  
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Song Lee and Leighann McKenzie presented to the board a request for approval of funding 
recommendations for the Workforce and Affordable Homeownership  
Development Program and Interim Construction loans.  Chair DeCramer opened up the 
discussion.  There were no questions from Board members.   
Motion: Terri Thao moved Workforce and Affordable Homeownership Development Program 
and Interim Construction Loan Selections. Seconded by Auditor Blaha.   Roll call was taken.  
Motion carries 7-0.  All were in favor.  
 
B. Approval, Program and Manual Changes, Home Improvement Loan Programs   

Shannon Gerving presented to the Board a request for approval for the following 
changes to the Home Improvement Loan Programs: 1.) Increase the maximum loan amounts; 2.) 
Increase lender compensation; 3.) Update corresponding sections in the Home Improvement 
Loan Programs Procedural Manual.  Chair DeCramer opened up the discussion.  Board members 
asked questions and staff provided answers.   
Motion: Auditor Blaha moved Approval, Program and Manual Changes, Home Improvement 
Loan Programs.   Seconded by Stephanie Klinzing.   Roll call was taken.  Motion carries 7-0.  All 
were in favor.  
 

C. Commitment, Low and Moderate Income Rental Program (LMIR) – The Sound on 76th 

Street, D8111, Edina  

Erin Coons presented to the Board a request for adoption of a resolution authorizing the 
issuance of a Low and Moderate Income Rental (LMIR) program commitment in the amount of 
up to $6,612,000.  All commitments are subject to the terms and conditions of the Agency term 
letter.  Chair DeCramer opened up the discussion.  There were no questions from Board 
members.   
Motion: Terri Thao moved Commitment, Low and Moderate Income Rental Program (LMIR) – 
The Sound on 76th Street, D8111, Edina.   Seconded by Stephanie Klinzing.   Roll call was taken.  
Motion carries 7-0.  All were in favor. 
 
 
D. Capacity Building Intermediaries RFP    

Alyssa Wetzel-Moore presented to the Board a request for approval of the 2020 Capacity 
Building Intermediaries Request for Proposal (RFP). The program will provide one-year funding 
to intermediaries to provide pass-through grants and/or technical assistance to develop and 
strengthen the capacity of communities, stakeholders, and organizations in housing planning, 
program development, and engagement activities.  Chair DeCramer opened up the discussion.  
Board members asked questions and staff provided answers.   
Motion: Craig Klausing moved Capacity Building Intermediaries RFP.   Seconded by Stephen 
Spears.   Roll call was taken.  Motion carries 7-0.  All were in favor.  
 

E. Resolution Authorizing Amendments to Minnesota Housing Finance Agency Direct 

Purchase Revolving Line of Credit Notes 

Kevin Carpenter presented to the Board a request for approval of the attached resolution 
authorizing the amendment and extension of the Agency’s Direct Purchase Revolving Line of 
Credit Note Agreement.  Chair DeCramer opened up the discussion.  Michelle Adams, Kutak 
Rock joined the meeting to review the resolution.  There were no questions from the Board. 
Motion: Auditor Blaha moved Resolution Authorizing Amendments to Minnesota Housing 
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Finance Agency Direct Purchase Revolving Line of Credit Notes.   Seconded by Terri Thao.   Roll 
call was taken.  Motion carries 7-0.  All were in favor.  
 

F. Request for Predictive Cost Model Waiver, 2020 Qualified Allocation Plan, Fort Snelling 

Upper Post Flats, D7976 

Chair DeCramer noted that Board members received a letter from the Metropolitan Airports 
Commission.   A motion was required for the Board to accept the letter into the record.    
Motion: Stephanie Klinzing moved to accept the letter from Metropolitan Airports Commission.  
Seconded by Stephen Spears.  Roll call was taken.  Motion carries 7-0.  All were in favor.  
 
Anne Smetak presented to the Board a request to waive the predictive cost model threshold in 
the Agency’s 2020 Qualified Allocation Plan for the Fort Snelling Upper Post Flats development.  
Chair DeCramer opened up the discussion.  Board members expressed strong reservations about 
the request before them but noted that a 2018 state statute prohibited the agency from 
considering the financial feasibility or cost reasonableness of this specific development.    
Motion: Auditor Blaha moved Request for Predictive Cost Model Waiver, 2020 Qualified 
Allocation Plan, Fort Snelling Upper Post Flats, D7976.   Seconded by Chair DeCramer.   Roll call 
was taken.  Motion carries 6-0.  Chief Executive Benjamin abstained.  

 

8. Discussion Items 
A. Covid-19 Update 
Staff provided the board with an update on Covid-19 impacts on business operations and the 
financial markets. 
 

9. Information Items 
A. Post Sale Report, Housing Infrastructure Bonds, 2020 Series ABCD  

 
10. Other Business 

None.   
 

11. Adjournment  
The meeting was adjourned at 2:56 p.m. 

 
 
________________________ 
John DeCramer, Chair  
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Board Agenda Item: 6.A 
Date: 11/19/2020 

 
 
Item: Commitment, Flexible Financing for Capital Costs Loan (FFCC) 

- Mayowood Apartments, D8208, Rochester, MN  
 
Staff Contact(s):  
Sarah Woodward, 651.297.5145, sarah.woodward@state.mn.us 
 
Request Type:  

☒ Approval ☐ No Action Needed 

☒ Motion ☐ Discussion 

☒ Resolution ☐ Information 

 
Summary of Request: 
At the November 21, 2019 board meeting, deferred funding under the Housing Infrastructure Bond (HIB) 
program was committed to the proposed development under Resolution Number 19-072. At the same 
meeting, the development was selected for funding and further processing of a deferred loan under the 
Flexible Financing for Capital Costs (FFCC) program under Resolution Number 19-073. Agency staff 
completed the underwriting and technical review of the proposed development and recommends the 
adoption of a resolution authorizing the issuance of a deferred funding commitment in the amount of 
$1,450,000 under the Flexible Financing for Capital Costs (FFCC) program. All commitments are subject 
to the terms and conditions of the Agency term letter.  
 
Fiscal Impact: 
The Agency will not earn interest revenue as the FFCC loan does not carry an interest rate. The Agency 
will earn a construction oversight fee. 
 
Meeting Agency Priorities:  

☒ Improve the Housing System 

☒ Preserve and Create Housing Opportunities 

☐  Make Homeownership More Accessible  

☒ Support People Needing Services 

☒ Strengthen Communities 

 
Attachments:  

• Background  

• Resolution 

• Resolution Attachment: Term Letter
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Agenda Item: 6.A 
Resolution 

 
BACKGROUND: 
Mayowood Apartments involves the new construction of thirty (30) one-bedroom units in a three-story 
elevator building. The project will provide permanent supportive housing for high priority homeless 
(HPH) single adults and people with disabilities (PWD). The project will offer rental assistance through 
Housing Support from Olmsted County on all thirty (30) units.  
 
At its November 21, 2019 meeting, the Minnesota Housing board approved a loan commitment for 
Mayowood Apartments under the Housing Infrastructure Bond (HIB) deferred loan program in the 
amount of $7,896,535. At the same meeting, the board approved the selection, but not a commitment, 
of a Flexible Financing for Capital Costs (FFCC) loan in the amount of $113,446.  The board also approved 
a waiver to the predictive cost model for the development. 
 
During underwriting, it was discovered that as initially structured, certain project costs were considered 
ineligible to be funded from HIB proceeds, including project operating reserves and the developer fee; 
therefore, the Mortgage Credit Committee approved reducing the HIB loan by $1,355,000.  Staff 
recommend an increase of $1,336,554 to the proposed FFCC loan commitment.  
 
The project experienced cost savings, so the total of the final HIB and FFCC loan amounts combined are 
$18,446 less than as originally selected.  
 
Staff requests the board approve an FFCC loan commitment by an amount up to $1,450,000, which 
includes the original $113,446 selection and the recommended $1,336,554 increase.  No board action is 
needed related to the HIB loan. 
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Agenda Item: 6.A 
Resolution 

 
MINNESOTA HOUSING FINANCE AGENCY 

400 Wabasha Street North, Suite 400 
St. Paul, Minnesota 55102 

 
RESOLUTION NO. MHFA 20-XX 

 
RESOLUTION APPROVING MORTGAGE LOAN COMMITMENT 
FLEXIBLE FINANCING FOR CAPITAL COSTS (FFCC) PROGRAM 

 
 WHEREAS, the Minnesota Housing Finance Agency (Agency) has received an application to 
provide construction and permanent financing for a multiple unit housing development to be occupied 
by persons and families of low and moderate income, as follows: 
 
Name of Development:   Mayowood Apartments      

Sponsors:    Center City Housing Corp.  

Guarantors:   Center City Housing Corp.  

Location of Development:  Rochester, MN 

Number of Units:   30  

Amount of FFCC Loan:   $1,450,000   
(not to exceed) 
 
 WHEREAS, Agency staff has determined that such applicant is an eligible sponsor under the 
Agency’s rules; that such permanent mortgage loan is not otherwise available, wholly or in part, from 
private lenders upon equivalent terms and conditions; and that the construction and rehabilitation of 
the development will assist in fulfilling the purpose of Minn. Stat. ch. 462A; and 
 
 WHEREAS, Agency staff has reviewed the application and found the same to be in compliance 
with Minn. Stat. ch. 462A and Agency’s rules, regulations and policies; 
 
 
 NOW THEREFORE, BE IT RESOLVED: 
 
 THAT, the Board hereby authorizes Agency staff to issue a commitment to provide a permanent 
mortgage loan to the sponsor or an affiliate thereof from the Housing Affordability Fund (Pool 3 under 
the FFCC Program) for the indicated development, upon the following terms and conditions: 
 
1. The amount of the FFCC deferred loan shall not exceed $1,450,000; and 

 

2. Repayment of the FFCC loan shall be deferred, with interest at 0.0%, and the loan term shall be 30 
years; and 

 
3. The loan closing shall occur on or before July 21, 2021; and 

 
4. The mortgagor shall comply with the terms set forth in the attached Agency term letter. The 

Commissioner is authorized to approve non-material modifications to those terms; and 
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Agenda Item: 6.A 
Resolution 

 
 
5. The mortgagor shall execute documents embodying the above in form and substance acceptable to 

Agency staff; and 
 

6. The sponsor, the general contractor, the architect, the mortgagor, and such other parties as Agency 
staff in its sole discretion deems necessary, shall execute all such documents relating to said loans, 
to the security therefore, to the construction of the development, and to the operation of the 
development, as Agency staff in its sole discretion deems necessary. 

 

 
Adopted this 19th day of November 2020 

 
 
 
 

___________________________________ 
CHAIRMAN 
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Agenda Item: 6.A 
Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Resolution Attachment 
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Board Agenda Item: 6.B  
Date: 11/19/2020 

 
 

Item: Commitment, Low and Moderate Income Rental Loan (LMIR) and Low and Moderate Income Rental 
Bridge Loan (LMIRBL) and Modification, Housing Infrastructure Bond Loan (HIB) 

- Owasso Gardens, D8233, Roseville, MN  
 
Staff Contact(s):  
Ted Tulashie, 651.297.3119, ted.tulashie@state.mn.us  
 
Request Type:  

☒ Approval ☐ No Action Needed 

☒ Motion ☐ Discussion 

☒ Resolution ☐ Information 

 
Summary of Request: 
At the November 21, 2019 board meeting, the proposed development was selected for further processing 
under the Low and Moderate Income Rental (LMIR) loan program and a Low and Moderate Income Rental 
Bridge Loan (LMIRBL) program both under Resolution Number 19-073. At that same meeting, the project was 
selected for a commitment of deferred funding under the Housing Infrastructure Bond (HIB) loan program 
under Resolution No. 19-072.  
 
Agency staff completed the underwriting and technical review of the proposed development and 
recommends the adoption of a resolution authorizing the issuance of a Low and Moderate Income Rental 
(LMIR) program commitment in the amount of up to $4,118,000; and a Low and Moderate Income Rental 
Bridge Loan (LMIRBL) program commitment not to exceed $720,000. Staff also recommends the adoption of 
a resolution modifying the deferred funding commitment under the Housing Infrastructure Bond (HIB) from 
$5,530,000 to $7,320,000. 
 
All commitments are subject to the terms and conditions of the Agency term letter.  
 
Fiscal Impact: 
LMIR loans are funded from Housing Investment Fund Pool 2 resources, and, as such, Minnesota Housing will 
earn interest income on the end loan without incurring financing expenses. In this case, the LMIRBL is funded 
from Pool 2 as well, so Minnesota Housing will also earn interest income without financing expense on the 
LMIRBL rate spread income on the LMIRBL. The HIB loan does not generate interest income for the Agency, 
nor financing expense. All three loans will generate additional fee income. 
 
Meeting Agency Priorities:  

☒ Improve the Housing System 

☒ Preserve and Create Housing Opportunities 

☐  Make Homeownership More Accessible  

☒ Support People Needing Services 

☒ Strengthen Communities 

 

Attachments:  

• Development Summary 

• Resolution(s) 

• Resolution Attachment: Term Letter 
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Agenda Item: 6.B 
Development Summary 

 

DEVELOPMENT SUMMARY   
 
SECTION I: PROJECT DESCRIPTION AND RECOMMENDATIONS   
 

Project Information 

Development Name Owasso Gardens D# 8233 M# 18240 

Address 161 South Owasso Blvd W   

City Roseville County Ramsey 

Date of Selection November 21, 2019 Region Metro 

  
A. Project Description and Population Served  

• The development involves the new construction of 60 units in a three-story elevator building 
with 40 one-bedroom and 20 two-bedrooms units. 

• The development will provide general occupancy, permanent supportive housing for senior and 
High Priority Homeless (HPH) households.  

• The development will serve households with incomes at or below 30% and 60% MTSP 
(Multifamily Tax Subsidy Project); eight units will serve HPH single adults.  

• Eight units will benefit from project-based HUD-VASH (Housing and Urban Development -- 
Veterans Affairs supportive housing) rental assistance vouchers and will be deeply affordable to 
households at the 30% MTSP income limits.  

• Construction is anticipated to begin in November 2020 and is expected to open for residents in 
February 2022. 

 
 B. Mortgagor Information 
   

Ownership Entity: CB Owasso Gardens Limited Partnership 

Sponsor: CommonBond Communities 

General Partner(s)/ 
Principal(s): 

CB Owasso Gardens GP LLC 

Guarantor(s): CommonBond Communities 

 
 
C. Development Team Capacity Review 

The sponsor, CommonBond Communities, has the experience and capacity to complete the 
project. The developer has utilized Minnesota Housing first mortgages, deferred loans, bridge loans, 
and low-income housing tax credits with proven success. 
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Agenda Item: 6.B 
Development Summary 

 
The property management company, CommonBond Housing, was established in 1971 and currently has 
over 100 affordable developments consisting of approximately 6,100 units in its portfolio. The 
management company has the capacity to manage this development. 
 
The service provider, CommonBond Advantage Services, is experienced in administering supportive 
services to the population being served. The necessary components are in place for successful 
supportive housing units in this project. 
 
The architect, Kaas Wilson Architects, LLC, and the general contractor, Frerichs Construction Company, 
have successfully completed several affordable housing developments and have sufficient capacity to 
complete the project. 
 
CommonBond Communities is a non-profit developer/sponsor of Owasso Gardens and qualifies as a 
51% woman-owned enterprise.  
 
D. Current Funding Request  
 

Loan Type Program Source Amount IR MIP Term 
Amort/ 

Cash 
Flow 

Construction/
End Loan 

Bridge LMIRBL 
Housing 
Investment 
Fund (Pool 2) 

$720,000 4.00% N/A 
Approx. 
24 mos 

N/A Construction 

Permanent 
Amortizing 

LMIR 
Housing 
Investment 
Fund (Pool 2) 

$4,118,000 4.25% 0.125% 40 yrs 40 yrs Constr./Perm 

Deferred HIB HIB $7,320,000 0.0% N/A 40 yrs* N/A Constr./Perm 

 
 
First Mortgage Loan to Cost: 21.11% First Mortgage Loan to Value: 60.83% 

 
 
 E. Significant Changes Since Date of Selection 

 

• The project experienced cost increases necessitating restructuring of the financing structure. 
The increase is largely attributable to higher than expected construction bids and some soft 
costs. The gap is being filled with an increased deferred developer fee, a deferred loan from 
Ramsey County, and an increased Minnesota Housing LMIR first mortgage. 

• First Mortgage: 
The LMIR first mortgage increased 28% from $3,208,000 to $4,118,000, mostly attributed to 
underwriting using the 2020 Multifamily Tax Subsidy Program (MTSP) income and rent limits, as 
well as a lower vacancy rate.  

• HIB Loan: 
The Housing Infrastructure Bond (HIB) deferred loan is funded with agency volume cap tax 
exempt bonds. The HIB deferred loan increased from $5,530,000 to $7,320,000 in order to meet 
the 50% test that is necessary to qualify for the 4% housing tax credits. The $1,790,000 increase 
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Agenda Item: 6.B 
Development Summary 

 
to the HIB loan will be repaid to the agency after construction completion. The permanent HIB 
loan remaining with the project remains at $5,530,000.  

• Construction Loan: 
The project was originally selected with an Agency $1,734,000 LMIRBL (bridge loan) funded with 
proceeds from the issuance of short-term tax-exempt bonds. Since the HIB loan will be 
increased during the construction period, the separate bond funded bridge loan is no longer 
needed. As a result, the bridge loan decreased to $720,000 and is now recommended to be 
funded with Pool 2 resources. The LMIRBL loan is interest only during its 24-month term. 

 

SECTION II: FINAL SOURCES AND USES; FINANCING DETAILS  

 
A. Project Uses 

Description Amount Per Unit 

Acquisition or Refinance $1,129,500 $18,825 

Construction Costs $11,128,000 $185,467 

Environmental Abatement $50,000 $833 

Professional Fees $983,785 $16,396 

Developer Fee $1,100,000 $18,333 

Financing Costs $590,208 $9,837 

Total Mortgageable Costs $14,981,493 $249,692 

Reserves $209,930 $3,499 

Total Development Cost $15,191,423 $253,190 

 
B. Permanent Capital Sources 

Description Amount Per Unit 

First Mortgage $4,118,000 $68,633 

General Partner Cash $100 $2 

HTC Equity Proceeds: National 
Affordable Housing Trust 

$3,622,000 $60,367 

HIB Loan $5,530,000 $92,167 

Ramsey County HOME Loan $400,000 $6,667 

City of Roseville (Met Council 
LCDA grant) 

$645,000 $10,750 

Rebates $322,128 $5,369 

City of Roseville SAC/WAC Credit $74,550  $1,243 

Deferred Developer Fee $479,645 $7,994 

Total Permanent Financing $15,191,423 $253,190 

 
C. Financing Structure  

• The development will qualify for $391,607 of annual, 4% tax credits, which will result in $3,622,000 
of equity proceeds from National Affordable Housing Trust (NAHT). The term of the Land Use 
Restrictive Covenant (LURA) will be 40 years. 
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Development Summary 

 

• The $720,000 LMIRBL construction loan provided by the Agency will be at 4.00% interest and have a 
24-month term. There are no mortgage insurance premiums (MIP) on this loan, as it is not insured 
via the HUD risk-share program. 

• The LMIR loan will close at construction closing, and funds will be available for use during the 
construction period. There will be interest only payments during construction. After construction 
completion, the $4,118,000 LMIR first mortgage will have a 4.25% interest rate plus 0.125% MIP 
with a 40-year amortization and a 40-year term. 

• The development will have a $7,320,000 HIB deferred loan. The HIB loan is funded with Minnesota 
Housing volume cap tax-exempt HIBs needed to secure the 4% housing tax credits for the 
development. However, as noted above, $1,790,000 of the HIB loan will be repaid approximately 24 
months after construction closing. The remaining HIB loan of $5,530,000 stays as a permanent 
source with a 0.00% interest rate and will be co-terminus with the LMIR first mortgage term. The 
interest rate can be set up to 1.00% if requested by the limited partner investor prior to closing. As 
previously indicated, the board approved the commitment for a $5,530,000 HIB loan at its meeting 
on November 21, 2019. 

D. Cost Reasonableness 
 

• Predictive Cost Model Estimate: 
The budgeted total development cost (TDC) per unit of $253,190 is 5.85% above the $239,196 
predictive model estimate but within the 25% tolerance and therefore does not require board 
approval. 

• Cost Containment: 
This project did not receive cost containment points.  

 

SECTION III: UNDERWRITING  

A. Rent Grid  

Unit Type Number Net Rent* 
Rent Limit 
(% of MTSP or 

AMI) 

Income Limit 
(%, of MTSP or 

AMI) 
Rental Assistance Source 

1BR – HPH 8 $990 50% 30% Project-based HUD-VASH Vouchers 

1BR 32 $882 50% 60%  

2BR 20 $1,068 50% 60%  

Total 60     
*Net Rents are the underwriting rents and are net of a utility allowance. The underwriting rents may not reflect the 
maximum rent limits. 
 

B. Feasibility Summary 
 
All projects are underwritten within the Agency’s underwriting guidelines, unless a modification is 
approved by the Mortgage Credit Committee. This includes management and operating expenses, 
vacancy rate, rent and income inflators, and annual replacement reserve contributions. Projects also 
undergo a sensitivity analysis on property operations to further enhance underwriting.  
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• The project maintains positive cash flow for 15 years, with a projected debt coverage ratio (DCR) 
of 1.24 in year 15. 

• The project was underwritten at 5% vacancy, with 2.0% income and 3.0% expense inflators.  

• Eight units designated for HPH households will benefit from supportive services and rental 
assistance through project-based HUD-VASH vouchers. 

• Replacement reserves are budgeted at $300 per unit per year. $209,930 of operating reserves is 

being capitalized and will be funded from the second and third equity installments approximately 

18 months after closing. 
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MINNESOTA HOUSING FINANCE AGENCY 

400 Wabasha Street North, Suite 400 
St. Paul, Minnesota 55102 

 
RESOLUTION NO. MHFA 20-XX 

 
RESOLUTION APPROVING MORTGAGE LOAN COMMITMENT 
LOW AND MODERATE INCOME RENTAL (LMIR) PROGRAM  

AND LOW AND MODERATE INCOME RENTAL BRIDGE LOAN (LMIRBL) PROGRAM 
 
 WHEREAS, the Minnesota Housing Finance Agency (Agency) has received an application to 
provide construction and permanent financing for a multiple unit housing development to be occupied 
by persons and families of low and moderate income, as follows: 
 
Name of Development:   Owasso Gardens   

Sponsors:    CommonBond Communities 

Guarantors:    CommonBond Communities 

Location of Development:  Roseville, MN 

Number of Units:   60 

Amount of LMIR Mortgage:  $4,118,000 
(not to exceed) 

Amount of LMIRBL   $720,000 
(not to exceed) 

 
 WHEREAS, Agency staff has determined that such applicant is an eligible sponsor under the 
Agency’s rules; that such permanent mortgage loan is not otherwise available, wholly or in part, from 
private lenders upon equivalent terms and conditions; and that the construction of the development will 
assist in fulfilling the purpose of Minn. Stat. ch. 462A; and 
 
 WHEREAS, Agency staff has reviewed the application and found the same to be in compliance 
with Minn. Stat. ch. 462A and Agency’s rules, regulations and policies; 
 
 NOW THEREFORE, BE IT RESOLVED: 
 
 THAT, the Board hereby authorizes Agency staff to issue a commitment to provide construction 
and permanent mortgage loans to the sponsor or an affiliate thereof from the Housing Investment Fund 
(Pool 2 under the LMIR Program) for the indicated development, upon the following terms and 
conditions: 
 
1. The amount of the permanent LMIR amortizing loan shall not exceed $4,118,000; and 
 
2. The interest rate on the permanent LMIR loan shall be 4.25% per annum (subject to change, as set 

forth in the attached Agency term letter dated October 28, 2020), plus 0.125% per annum HUD Risk-
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share Mortgage Insurance Premium, with monthly payments based on a 40-year amortization and 
the interest during the construction period shall be interest-only at 4.25% per annum; and 

 
3. The term of the permanent LMIR loan shall be 40 years and the construction period shall not exceed 

24 months; and 
 
4. The amount of the LMIRBL shall not exceed $720,000; and  
 
5. The interest rate on the LMIRBL shall be 4.00% paid monthly, and the principal will be due in a 

balloon payment no more than 24 months after closing; and  
 

 

6. The closing of the LMIR and LMIRBL shall be no later than May 31, 2021; and 
 

7. The mortgagor shall comply with the terms set forth in the attached Agency term letter. The 
Commissioner is authorized to approve non-material modifications to those terms; and 

 
8. The mortgagor shall execute documents embodying the above in form and substance acceptable to 

Agency staff; and 
 
9. The sponsor shall guarantee the mortgagor’s payment obligation regarding operating cost shortfalls 

and debt service until the property has achieved a 1.11 debt service coverage ratio (assuming 
stabilized expenses) for three successive months; and  

 
10. The sponsor shall guarantee the mortgagor’s payment under the LMIR Regulatory Agreement and 

LMIR Mortgage (other than principal and interest) with the Agency; and 
 

11. The sponsor, the general contractor, the architect, the mortgagor, and such other parties as Agency 
staff in its sole discretion deems necessary, shall execute all such documents relating to said loans, 
to the security therefore, to the construction of the development, and to the operation of the 
development, as Agency staff in its sole discretion deems necessary. 

 
Adopted this 19th day of November 2020 

 
 
 
 

___________________________________ 
CHAIRMAN 
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MINNESOTA HOUSING FINANCE AGENCY 

400 Wabasha Street North, Suite 400 
St. Paul, Minnesota 55102 

 
RESOLUTION NO. MHFA 20-XX 

Modifying Resolution No. MHFA 19-072 
 

RESOLUTION APPROVING MORTGAGE LOAN MODIFICATION 
HOUSING INFRASTRUCTURE BOND (HIB) LOAN PROGRAM 

 
  
 WHEREAS, the Board has previously authorized the HIB loan commitment for Owasso Gardens 
by MHFA Resolution No. 19-072; and 
 
 WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A and the 
Minnesota Housing Finance Agency’s (Agency) rules, regulations, and policies; and 
 
WHEREAS, Agency staff have determined that efficiencies can be realized by using excess proceeds 

available from the recently issued HIB series of tax-exempt bonds to fund the HIB loan instead of issuing 

additional short-term tax-exempt bonds. 

 
 NOW THEREFORE, BE IT RESOLVED: 
 
 THAT, the Board hereby increases the funding commitment for the indicated development and 
hereby confirms the renewal of said commitment, upon the following terms and conditions: 
 
1. The maximum amount of the Housing Infrastructure Bond loan for the development shall be 

increased from $5,530,000 up to $7,320,000;  
 

2. $1,790,000 of the HIB loan will be repaid approximately 24 months after closing of the loan resulting 
in a remaining balance of $5,530,000; and  
 

3. All other terms and conditions of MHFA Resolution No. 19-072 remain in effect.  
 

Adopted this 19th day of November 2020 
 
 
 
 

___________________________________ 
CHAIRMAN 
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400 Wabasha Street North, Suite 

400 St. Paul, MN 55102 

P: 800.657.3769  

F: 651.296.8139 |  TTY: 

651.297.2361 

www.mnhousing.gov 
 
 
October 28, 2020 
 
Deidre Schmidt 
CommonBond Communities 
1080 Montreal Ave 
St. Paul, MN 55116 
 
 
RE: Term Letter 
 Owasso Gardens, Roseville 
 MHFA Development #D8223, Project # M18240 
 
 
Dear Ms. Schmidt: 
 
Minnesota Housing Finance Agency (“Minnesota Housing”) staff has approved your request for a loan or 
loans subject to the terms and conditions contained in this letter (the “Terms”). The Terms are subject to 
Minnesota Housing’s Board of Directors’ approval and meeting all underwriting standards, delivery of 
required due diligence items, satisfactory loan documentation and other loan closing requirements. The 
Terms do not constitute a commitment to lend on the part of Minnesota Housing and relate only to the 
specific financing referenced in this letter. 

 
Borrower: 

 
A single asset entity:  CB Owasso Gardens Limited Partnership 

  
General Partner: CB Owasso Gardens GP LLC 

 
  
Development 
Description/Purpose: 

New construction of a 60-unit affordable development located in 
Roseville, Minnesota 
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*Subject to change. The interest rate is subject to achieving the following hurdles.  Failure to meet either 
of the hurdles may result in the interest rate being reset at the then current rate, at Minnesota Housing’s 
sole discretion: 

• Board approval to enter a loan commitment must be obtained by December 31, 2020; and 

• The permanent loan must close by December 31, 2022.  
** $1,790,000 of the HIB loan will be repaid upon funding of the second equity installment to occur no 
later than 24 months from construction closing. The remaining $5,530,000 HIB Loan stays as a permanent 
source. 

 
Origination Fee: LMIR HUD Risk Share Loan:   $82,360 

LMIR Bridge Loan:               $3,600 
HIB Loan:                                  $86,600 
 (payable at the earlier of loan commitment or loan closing) 

 
Inspection Fee: $26,750 

 (payable at the earlier of loan commitment or loan closing) 
 
Guaranty/Guarantor(s): Completion, repayment and operations Guaranty to be provided by:  

- CommonBond Communities 
  

 
Operating Deficit 
Reserve Account: 

$123,540 to be funded on the day of closing by cash or letter of credit 
(outside of the development budget) to be held by Minnesota 
Housing. 

 
 
 

 
 

 

Program 
Low and Moderate Income 

Rental Program (LMIR) 
(HUD Risk Share) 

Housing Infrastructure 
Bonds (HIB) Loan 

LMIR Bridge Loan 

Loan Amount   $4,118,000 $7,320,000 $720,000 

Interest Rate *4.25% 0.00% 4.00% 

Mortgage Insurance 
Premium (%) 

0.125% 
(first year premium is 

paid in advance) 
Not Applicable Not Applicable 

Term 40 Years 40 Years** 24 months 

Amortization/Repayment 
Interest only during 

construction / then 40 
Years Amortization 

Deferred lump sum 
payment due in 40 

years.** 

Interest only during 
term 

Prepayment Provision 
No prepayment first 10 
years from date of the 

Note 

No prepayment first 10 
years from date of the 

HIB Note** 

Prepay at any time 
without penalty 

Nonrecourse or Recourse Nonrecourse  Nonrecourse Recourse 
Construction/Permanent 
Loan or Construction 
Bridge Loan or End Loan 

Construction/ Permanent 
Loan 

Construction/ Permanent 
Loan 

Construction Bridge 
Loan 

Lien Priority First 
Second  

(Third during construction)  
Second 
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Operating Cost Reserve 
Account: 

 
Not Applicable. 

  
Replacement Reserve 
Account: 

A replacement reserve will be required in the amount of 
$300/unit/annum. The monthly replacement reserve will be $1,500. 
The replacement reserve will be held by Minnesota Housing.  

 
Escrows: Real estate tax escrow and property insurance escrow to be 

established at the time of permanent loan closing and held by 
Minnesota Housing. 

  
Collateral/Security: Mortgage and Assignment of Rents and Leases for each loan; UCC-1 

Financing Statement on fixtures, personal property, accounts and 
equipment. 
 

HAP or other subsidy 
agreement 

Commitment to 10 years of affordability from the date of loan closing 
under the Veterans Affairs Supportive Housing (VASH) project Based 
Vouchers (PBV) program for 8 units. 

 
Rent and Income 
Requirements: 

LMIR  
- 60 units with incomes not exceeding 60% MTSP and rents at 

60% MTSP. 
- Commitment to affordability in effect while the loan is 

outstanding. 
 
HIB Loan 

- 60 units restricted as follows: 
- 60 units with incomes not exceeding 60% MTSP and rents at 

60% MTSP. 
o Notwithstanding these restrictions, in no case may 

the initial income exceed 80% of the greater of state 
or area median income as determined by HUD, and 
the rents may not exceed the Affordable to the Local 
Workforce rent limits, as published by MHFA.  

o In addition, 8 units serving Senior households with 
incomes not exceeding 30% of the metropolitan area 
median, not adjusted for household size.  

- Commitment to 40 years of affordability from the date of 
loan closing. 

 
Other Occupancy: 8 High priority Homeless (HPH) units serving single adults. 

The development must qualify as Senior Housing for the term of the 

loan. 
 

Other Requirements: The HIB loan is subject to the terms in the attached Deferred 
Selection Criteria. 
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Closing Costs: Borrower agrees to pay all closing costs related to the specific 
financing referenced in this letter. 

Expiration Date: This term letter will expire on the earlier of (i) six months from the 
date of this letter or (ii) Minnesota Housing board approval of a loan 
commitment.  

Board Approval: Commitment of all loans under the LMIR and LMIR Bridge Loan 
programs are subject to Minnesota Housing’s board approval and 
adoption of a resolution authorizing the commitment of the loans. 

Not a Binding Contract: This letter is not a commitment to be bound by the Terms in this 
letter. The parties expressly agree that this letter does not create a 
legally binding agreement. The parties further agree that the Terms 
are subject to the Borrower’s ability to obtain all necessary financing 
for the Development, which may include additional financing from 
Minnesota Housing not referenced in this letter. 

Please sign this letter and return it to Allison Ehlert at Allison.ehlert@state.mn.us on or before 
November 6, 2020.   

If you have any questions related to this letter, please contact Ted Tulashie at 651.297.3119 or by e-mail 
at ted.tulashie@state.mn.us. 

We appreciate the opportunity to work with you on your affordable housing development. 

Sincerely, 

James Lehnhoff 
Assistant Commissioner, Multifamily 

AGREED AND ACCEPTED BY: 

CB Owasso Gardens Limited Partnership 

    By: CB Owasso Gardens GP LLC 
    Its: General Partner 

    By: _______________________________________ 
Deidre Schmidt, president 

Date Accepted:  11/10/20

Agenda Item: 6.B 
Resolution AttachmentPage 36 of 210

LStock
Cross-Out

LStock
Text Box
Vice President



 

 

 

Board Agenda Item: 7.A 
Date: 11/19/2020 

 
 
Item: Resolution authorizing the issuance and sale of Minnesota Housing Finance Agency fixed rate 

Residential Housing Finance Bonds (RHFB) 
 
 
Staff Contact(s):  
Kevin Carpenter, 651.297.4009, kevin.carpenter@state.mn.us 
Debbi Larson, 651.296.8183, debbi.larson@state.mn.us 
Paula Rindels, 651.296.2293, paula.rindels@state.mn.us 
 
Request Type:  
 

☒ Approval ☐ No Action Needed 

☒ Motion ☐ Discussion 

☒ Resolution ☐ Information 
 
Summary of Request: 
Agency staff is preparing to issue bonds, under the Residential Housing Finance Bond (RHFB) indenture, 
to finance the acquisition of newly originated mortgage-backed securities that funded the origination of 
single family mortgages.  This resolution authorizes additional fixed rate RHFB bonds, in an amount up 
to $300 million over time.  The initial bond offering utilizing a portion of this authority will likely be 
designated 2020 Series HI.  The RHFB 2020 Series HI bond issue is expected to be sized at approximately 
$125 million, to price on or about December 9th, with a closing preliminarily scheduled for December  
23rd; the attached Preliminary Official Statement describes the transaction. 
 
Fiscal Impact: 
The upcoming transaction will enable the Agency to put interest earning mortgage assets on the balance 
sheet at a profitable spread such that the Agency builds the sustainability of future income. 
 
Meeting Agency Priorities:  

☐  Improve the Housing System 

☒  Preserve and Create Housing Opportunities 

☒  Make Homeownership More Accessible  

☐  Support People Needing Services 

☐  Strengthen Communities 
 

 
Attachment(s):  

• Series Resolution 

• Preliminary Official Statement 
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RESOLUTION NO. MHFA 20-056 

RESOLUTION AUTHORIZING ISSUANCE AND SALE OF MINNESOTA 

HOUSING FINANCE AGENCY RESIDENTIAL HOUSING FINANCE 

BONDS, 2020/2021 SERIES  

BE IT RESOLVED BY THE MINNESOTA HOUSING FINANCE AGENCY: 

Section 1. Authorization. 

(A) General Provisions.  By Resolution No. MHFA 95-82, adopted August 24, 1995 

(which amended and restated in whole Resolution No. MHFA 76-32, adopted July 27, 1976, as 

amended) (together with any amendments or supplements heretofore or hereafter adopted from 

time to time as permitted therein, the “Bond Resolution”), the Agency has provided the terms 

and conditions for the issuance and has established covenants and agreements for the security of 

its Residential Housing Finance Bonds to be issued for the purposes of its Program of facilitating 

the purchase, development or rehabilitation of residential housing in the State of Minnesota at 

prices that persons and families of low and moderate income can afford.  Terms used but not 

defined in this resolution will have the meanings given those terms in the Bond Resolution. 

This resolution (the “Series Resolution”) is adopted pursuant to Section 2.5 of the Bond 

Resolution to authorize the issuance and sale and establish the terms and provisions of one or 

more Series of Bonds of the Agency to be sold prior to December 31, 2021, the first two Series 

of which may be designated as “Residential Housing Finance Bonds, 2020 Series “H” and 

“Residential Housing Finance Bonds, 2020 Series “I”, each in the aggregate principal amount to 

be determined pursuant to the terms of Section 2(D) of the Series Resolution (together, the 

“Series HI Bonds”), with additional Series of Bonds designated as “Residential Housing Finance 

Bonds, [2020] [2021] Series __,” with the blank completed with an uppercase letter as 

appropriate for the order of issuance and to eliminate any gaps in the designation of Series; any 

Series issued pursuant to this Series Resolution may additionally be designated with “(Mortgage-

Backed Securities Pass-Through Program)”.  The maximum aggregate principal amount of all 

Series of Bonds issued pursuant to the Series Resolution must not exceed $300,000,000; the 

number of Series of the Series Bonds and their corresponding principal amounts will be as 

determined by an Authorized Officer pursuant to Section 2(D) of the Series Resolution, and as 

set out in the Agency Certificate or Agency Certificates, as the case may be, delivered pursuant 

to Section 8(A) of the Series Resolution.  All the Series of Bonds issued pursuant to the Series 

Resolution are the “Series Bonds.” 

(B) Appointment of Trustee.  Pursuant to Section 8.1 of the Bond Resolution, Wells 

Fargo Bank, National Association has been appointed as Trustee under the Bond Resolution and 

is vested with all the property, rights, powers and duties granted, pledged and assigned to it by 

the Bond Resolution, in trust for the Owners of Bonds issued and to be issued thereunder. 

Section 2. Authorization of Series Bonds. 

(A) Purposes.  It is determined to be in the best interests of the Agency to issue the 

Series Bonds for the purpose of providing funding for the Program, and in particular for the 

making and purchase of DPA Loans and Program Securities backed by pools of Program Loans, 
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that constitute qualified Program Loans in accordance with the provisions of Section 143 of the 

Code and Sections 10 and 11 of the Series Resolution and the Series Program Determinations 

made for the Series Bonds in Section 7 of the Series Resolution.  This funding will be provided 

by: 

(i) the allocation, for federal income tax purposes, of sale proceeds of 

the Series Bonds in the amount to be determined by an Authorized Officer 

pursuant to Section 2(D) of the Series Resolution and set forth in the Agency 

Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution and 

deposit the sale proceeds, together with certain contributed funds of the Agency, 

if any, into the Funds and Accounts set forth in Section 8(A) of the Series 

Resolution to be expended for the Program; and/or 

(ii) the allocation, for federal income tax purposes, of sale proceeds of 

the Series Bonds in the amount determined by an Authorized Officer pursuant to 

Section 2(D) of the Series Resolution and to be set forth in the Agency 

Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution to the 

refunding, on the date or dates to be determined by the Agency, of certain 

outstanding obligations of the Agency to be listed in the Agency Certificate(s) 

delivered pursuant to Section 8(A) of the Series Resolution (the “Refunded 

Bonds”), and the deposit of certain transferred assets together with transferred 

loans and securities, if any (as hereinafter defined, the “Transferred Program 

Obligations”), and certain “transferred,” “replacement” and sale proceeds that will 

become allocable to the Series Bonds upon the refunding of certain series of the 

Refunded Bonds, together with certain contributed funds of the Agency, if any, 

into the Funds and Accounts set forth in Section 9 of the Series Resolution to be 

expended for the Program. 

(B) Single Issue.  Pursuant to the provisions of Section 1.150-1(c)(1) of the Income 

Tax Regulations (the “Regulations”), the Agency intends to treat all Bonds sold on the same date 

as a single issue of bonds. 

(C) Pledge.  The pledge made and security interests granted in the Bond Resolution 

with respect to all Revenues, Program Obligations, money, securities and Funds and Accounts 

therein defined and created, and all covenants and agreements made by the Agency therein, are 

made and granted for the equal benefit, protection and security of the Owners of all Bonds issued 

and to be issued thereunder, including the Series Bonds, without preference, priority or 

distinction of one Bond over any other of any Series, as fully as though set out at length and 

resolved herein, except as otherwise expressly provided therein or in a Series Resolution as 

permitted thereby. 

(D) Approval of Contract of Purchase.  The Agency will negotiate for the sale of the 

initial series of the Series Bonds issued pursuant to this Series Resolution to RBC Capital 

Markets, LLC, Piper Sandler & Co., Wells Fargo Bank, National Association and J.P. Morgan 

Securities LLC (collectively, the “Underwriters”).  The Agency will negotiate for the sale of 

additional series of Series Bonds to be issued pursuant to this Series Resolution with the 
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investment banks selected by the Agency in accordance with its most recent request for 

proposals for investment banking services. 

Any Authorized Officer is hereby authorized to approve the final terms of the Series 

Bonds, subject to the following parameters: 

(i) the principal amount of each Series of the Series Bonds; provided 

that the aggregate principal amount of all Series of the Series Bonds is not in 

excess of $300,000,000; 

(ii) the maturity schedule of each Series of the Series Bonds (including 

any mandatory sinking fund schedule); provided that the Series Bonds mature at 

any time or times in the amount or amounts not later than 32 years from the Issue 

Date thereof; 

(iii) the interest rates borne by each Series of the Series Bonds; 

provided that the combined yield on the Series Bonds issued on a particular Issue 

Date does not exceed 6.00% per annum; and 

(iv) the fee or other compensation payable to the Underwriters of the 

Series Bonds; provided that the fee or other compensation does not exceed 1.00% 

of the principal amount of the Series Bonds. 

That approval will be conclusively evidenced by the execution of one or more Contracts 

of Purchase (each a “Purchase Contract”) with the Underwriters by an Authorized Officer.  The 

Agency has received and examined the general form of the Purchase Contract which will set 

forth the terms and conditions upon which the Underwriters will purchase the related Series 

Bonds from the Agency.  The Purchase Contract is hereby approved substantially in the form 

submitted and an Authorized Officer is authorized and directed to execute Purchase Contracts on 

behalf of the Agency with those revisions, consistent with the foregoing parameters, as may be 

required or approved by counsel for the Agency and the Authorized Officer of the Agency 

executing the same.  The final terms of the Series Bonds, including any mandatory sinking fund 

provisions for the Series Bonds, other redemption provisions and the purchase price of the Series 

Bonds, will be set forth in the Agency Certificate(s) to be delivered pursuant to Section 8(A)(5) 

of the Series Resolution. 

(E) Official Statement.  The Agency has examined a draft of the form of the 

Preliminary Official Statement of the Agency, to be dated the date of distribution thereof, 

containing information relating to the Agency and the Series HI Bonds; the form of the 

Preliminary Official Statement with respect to subsequent Series of the Series Bonds will be 

revised as to (i) the number and designation of Series, (ii) the structure of each Series and 

(iii) whether the Series is intended to be bonds the interest on which is excludable from gross 

income for federal income tax purposes (“Tax-Exempt Series Bonds”), all as approved by an 

Authorized Officer and subject to the limitations of Section 2(D) of the Series Resolution.  An 

Authorized Officer is hereby authorized to (i) approve a final version of the Preliminary Official 

Statement describing the proposed terms of, and number of Series of, the Series Bonds to be 

issued and the use thereof by the Underwriters in the public offering of the Series HI Bonds, and 
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(ii) approve any Preliminary Official Statements in substantially similar form to be used by the 

Underwriters in connection with any additional Series of the Series Bonds authorized by the 

Series Resolution.  Final Official Statements, substantially in the form of the related Preliminary 

Official Statement except for revisions required or approved by counsel for the Agency and an 

Authorized Officer, and insertion of the terms of the related Series Bonds as provided in the 

related Purchase Contract, are approved and authorized to be signed by an Authorized Officer, 

and furnished to the Underwriters for distribution to investors. 

(F) Approval of Continuing Disclosure Undertaking.  The Agency has received and 

examined the form of a Continuing Disclosure Undertaking relating to the Series Bonds, wherein 

the Agency will covenant for the benefit of the beneficial owners of the Series Bonds to provide 

annually certain financial information and operating data relating to the Agency and to provide 

notices of the occurrence of certain enumerated events.  The Continuing Disclosure Undertaking 

is approved substantially in the form submitted and a Continuing Disclosure Undertaking is 

authorized to be signed on behalf of the Agency by an Authorized Officer for each Series of 

Series Bonds, with the revisions as may be required or approved by counsel for the Agency, and 

the Authorized Officer of the Agency executing the same. 

Section 3. Forms of Series Bonds.  Each of the Series Bonds will be prepared in 

substantially the form appearing as Exhibits A (which is hereby incorporated herein and made a 

part hereof), with the additions, deletions or modifications as are permitted or required by the 

Bond Resolution or the Series Resolution. 

Section 4. Terms. 

(A) Issue and Interest Payment Dates; Denominations; Manner of Payment; Execution 

and Delivery.  The Issue Date of the Series Bonds will be the date of original delivery thereof.  

The Series Bonds of each Series will be issued as fully registered Bonds in denominations as set 

forth in the related Agency Certificate delivered pursuant to Section 8(A) of this Series 

Resolution.  Interest will accrue on the outstanding principal amount of the Series Bonds in the 

manner as set forth in the related Agency Certificate delivered pursuant to Section 8(A) of this 

Series Resolution, and be paid on the dates as set forth in that Agency Certificate (the Interest 

Payment Dates for those Series Bonds).  Interest will be computed on the basis of a 360-day year 

composed of twelve 30-day months.  Interest on the Series Bonds will be paid by check or draft 

mailed to the Owner as shown on the registration books of the Agency maintained by the Trustee 

on the 15th day of the calendar month immediately preceding the Interest Payment Date (the 

“Record Date”) or, upon the written request of an Owner of Series Bonds of a Series in an 

aggregate principal amount of at least $100,000, in form satisfactory to the Trustee, by wire 

transfer on each Interest Payment Date from the Trustee to a domestic bank or trust company 

designated by the Owner; provided, however, that so long as all of the outstanding Series Bonds 

of a Series are registered in the name of The Depository Trust Company (“DTC”) or its designee, 

or other securities depository, payment will be made in accordance with the operational 

arrangements of DTC or its designee, or other securities depository, as agreed to by the Agency.  

The principal of and any redemption premium on the Series Bonds of a Series will be payable at 

the designated corporate trust office of the Trustee upon presentation and surrender of the Series 

Bonds on or after the date of maturity or redemption thereof; provided, however, that so long as 

all outstanding Series Bonds of a Series are registered in the name of DTC or its designee, or 
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other securities depository, DTC or any other securities depository may, in its discretion, make a 

notation on any Series Bond of the Series indicating the date and amount of any reduction of 

principal except in the case of final maturity or payment in full, in which case the Series Bonds 

of the Series will be surrendered to the Trustee for payment.  The Series Bonds will be executed 

in the manner provided in Article III of the Bond Resolution by the facsimile signatures of the 

Chair and Commissioner of the Agency.  Each Series Bond will be authenticated by the Trustee 

by the manual signature of its authorized representative on the Trustee’s Certificate of 

Authentication on each Series Bond, attesting that it is delivered pursuant to the Bond Resolution 

and the Series Resolution, and will be delivered to the Underwriters upon compliance with the 

conditions set forth in Section 8 of the Series Resolution. 

(B) Maturities, Interest Rates and Redemption.  The Series Bonds will mature on the 

date or dates and in the principal amounts, will bear interest at the rate or rates per annum, and 

will be subject to redemption as set forth in the Agency Certificate(s) delivered pursuant to 

Section 8(A)(5) of the Series Resolution, all subject to the limitations in Section 2(D) of the 

Series Resolution. 

(C) Manner of Redemption.   

(i) Mandatory Redemption.  Notice of the date or amount of any 

mandatory redemption of any Series Bond redemption (other than through 

mandatory sinking fund installments, if any) will be given to any Bondowner as 

set forth in the related Agency Certificate delivered pursuant to Section 8(A)(5) of 

this Series Resolution. 

If Series Bonds are to be redeemed in part upon any mandatory 

redemption, each of the Series Bonds then outstanding will be redeemed as set 

forth in the related Agency Certificate delivered pursuant to Section 8(A)(5) of 

this Series Resolution. 

(ii) Optional Redemption.  Notice of any optional redemption of Series 

Bonds will be mailed, by first class mail, postage prepaid, to the last address on 

the registry books of the Owners of those Series Bonds, or, if all Outstanding 

Series Bonds are registered in the name of DTC or its designee, or other Bond 

Depository, the Trustee must give notice to the Bond Depository in accordance 

with its operational arrangements, in each case not less than 30 days before the 

optional redemption date.  Upon an optional redemption of the Series Bonds, the 

principal amount of the Series Bonds to be redeemed will be selected by an 

Authorized Officer and certified to the Trustee on behalf of the Agency in 

accordance with the provisions of Article V of the Bond Resolution and this 

Series Resolution. Upon redemption of any of the Series Bonds that are Term 

Bonds (other than through sinking fund installments), an Authorized Officer will 

also determine and certify to the Trustee the years in which and the amounts by 

which the Sinking Fund Installments, if any, referred to in the related Agency 

Certificate delivered pursuant to Section 8(A)(5) of this Series Resolution are to 

be reduced, in the manner that the aggregate reduction equals the aggregate 

principal amount of the Series Bonds so redeemed. 
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If less than all Series Bonds are to be optionally redeemed, the Series 

Bonds to be optionally redeemed will be selected (i) as DTC determines under 

DTC’s current operational arrangements, or (ii) if the Series Bonds are held under 

the name of another Bond Depository, under the operational arrangements of that 

Bond Depository.  All actions of the Agency and the Trustee in the redemption of 

Series Bonds must conform to the provisions of Article V of the Bond Resolution 

and this Series Resolution.   

Section 5. [Reserved] 

Section 6. Securities Depository. 

(A) Definitions.  For purposes of this Section 6, the following terms have the 

following meanings: 

“Beneficial Owner” means, whenever used with respect to a Series Bond, the 

Person in whose name the Series Bond is recorded as the beneficial owner of that Series 

Bond by a Participant on the records of the Participant, or that Person’s subrogee. 

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor 

nominee of DTC with respect to the Series Bonds. 

“Participant” means any broker-dealer, bank or other financial institution for 

which DTC holds Series Bonds as securities depository. 

(B) General Provisions.  The Series Bonds of each Series will be initially issued as 

separately authenticated fully registered bonds, and one Series Bond will be issued in the 

principal amount of each Series and stated maturity of the Series Bonds.  Upon initial issuance, 

the ownership of the Series Bonds will be registered in the bond register in the name of Cede & 

Co., as nominee of DTC.  The Trustee and the Agency may treat DTC (or its nominee) as the 

sole and exclusive owner of the Series Bonds registered in its name for the purposes of payment 

of the principal or purchase price of, premium, if any, and interest on the Series Bonds, selecting 

the Series Bonds or portions thereof to be redeemed, if any, giving any notice permitted or 

required to be given to Owners of Series Bonds under the Bond Resolution or the Series 

Resolution, registering the transfer of Series Bonds, and for all other purposes whatsoever, and 

neither the Trustee nor the Agency will be affected by any notice to the contrary.  Neither the 

Trustee nor the Agency will have any responsibility or obligation to any Participant, any Person 

claiming a beneficial ownership interest in the Series Bonds under or through DTC or any 

Participant, or any other Person that is not shown on the bond register as being an Owner of any 

Series Bonds, with respect to the accuracy of any records maintained by DTC or any Participant, 

with respect to the payment by DTC or any Participant of any amount with respect to the 

principal or purchase price of, premium, if any, and interest on the Series Bonds, with respect to 

any notice that is permitted or required to be given to owners of Series Bonds under the Bond 

Resolution or the Series Resolution, with respect to the selection by DTC or any Participant of 

any Person to receive payment in the event of a partial redemption or mandatory tender of the 

Series Bonds, or with respect to any consent given or other action taken by DTC as Owner of the 

Series Bonds.  So long as any Series Bond is registered in the name of Cede & Co., as nominee 
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of DTC, the Trustee will pay all principal and purchase price of, premium, if any, and interest on 

the Series Bond, and will give all notices with respect to the Series Bond, only to Cede & Co. in 

accordance with DTC’s Operational Arrangements, and all the payments must be valid and 

effective to fully satisfy and discharge the Agency’s obligations with respect thereto to the extent 

of the sum or sums so paid.  Upon delivery by DTC to the Trustee of written notice to the effect 

that DTC has determined to substitute a new nominee in place of Cede & Co., the Series Bonds 

will be transferable to the new nominee in accordance with Subsection (D) of this Section 6. 

(C) Discontinuation of Book-Entry System.  In the event the Agency determines to 

discontinue the book-entry system for the Series Bonds or any Series thereof, the Agency may 

notify DTC and the Trustee, whereupon DTC will notify the Participants of the availability 

through DTC of Series Bonds of the Series in the form of certificates.  In that event, the Series 

Bonds of the Series will be transferable in accordance with Subsection (D) of this Section 6.  

DTC may determine to discontinue providing its services with respect to the Series Bonds or one 

or more Series at any time by giving notice to the Agency and the Trustee and discharging its 

responsibilities with respect thereto under applicable law.  In that event the Series Bonds of that 

Series will be transferable in accordance with Subsection (D) of this Section 6. 

(D) Transfer and Exchange.  In the event that any transfer or exchange of Series 

Bonds is permitted under Subsection (B) or (C) of this Section 6, the transfer or exchange will be 

accomplished upon receipt by the Trustee of the Series Bonds to be transferred or exchanged and 

appropriate instruments of transfer to the permitted transferee in accordance with the provisions 

of the Bond Resolution and the Series Resolution.  In the event Series Bonds of a Series in the 

form of certificates are issued to Owners other than Cede & Co., its successor as nominee for 

DTC as Owner of all the Series Bonds, or another securities depository as Owner of all the Series 

Bonds, the provisions of the Bond Resolution and the Series Resolution will apply to all matters 

relating thereto, including, without limitation, the preparation of the Series Bonds in the form of 

bond certificates, the method of payment of principal and purchase price of, redemption 

premium, if any, and interest on the Series Bonds and the method of giving notice of redemption 

and other events. 

Section 7. Series Program Determinations for the Series Bonds; Covenants. 

(A) Definitions.  As used in this Section 7 and in Sections 9 and 11 of the Series 

Resolution, the following terms have the following respective meanings: 

2020/2021 Series Program Loan:  A DPA Loan, a Transferred Program Loan or a 

Pooled 2020/2021 Series Program Loan. 

2020/2021 Series Program Security:  A Program Security financed in whole or in 

part with amounts on deposit in the 2020/2021 Series Acquisition Account and bearing 

interest at a rate equal to the stated interest rate on the corresponding Pooled 2020/2021 

Series Program Loans less the applicable servicing fee and guaranty fee. 

Conventional Mortgage Loan:  A 2020/2021 Series Program Loan other than a 

DPA Loan, an FHA Insured Program Loan, a VA Guaranteed Program Loan or a USDA 
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Rural Development Guaranteed Program Loan, satisfying the requirements of Fannie 

Mae or Freddie Mac, as applicable. 

Defaulted DPA Loan:  A DPA Loan on which payment is not made on the sale or 

transfer of the property, or when the property is no longer occupied by the Mortgagor. 

Defaulted Transferred Mortgage Loan: A Transferred Mortgage Loan on which 

payments are 60 days in arrears (but not a Transferred Mortgage Loan as to which all 

defaults have been cured to the satisfaction of the Agency). 

Delivery Period:  If all Program Securities allocable to a Series of Bonds will not 

be purchased on the date of issuance of that Series of Bonds, the period of time for the 

purchase of Program Securities from the Master Servicer.  The entire Delivery Period 

will be as set forth in the Agency Certificate(s) delivered pursuant to Section 8(A) of the 

Series Resolution, unless extended by the Agency pursuant to Section 7(E) of the Series 

Resolution; provided the Delivery Period may not be extended beyond the date named in 

the related Agency Certificate(s) delivered pursuant to Section 8(A) of the Series 

Resolution, provided that the date is not greater than 42 months from the Issue Date of 

the Series Bonds. 

DPA Loan:  A junior lien, interest-free, deferred payment Program Loan made by 

the Agency for down payment and closing cost assistance in connection with a first lien 

Program Loan purchased or financed by the Agency .   

Fannie Mae:  The Federal National Mortgage Association, or any successor 

thereto. 

Fannie Mae Security:  A single pool, guaranteed mortgage pass-through Fannie 

Mae program security or UMBS, guaranteed as to timely payment of principal and 

interest by Fannie Mae and backed by Conventional Mortgage Loans, or FHA Insured or 

VA Guaranteed Program Loans, in the related mortgage pool. 

FHA:  The Federal Housing Administration of the Department of Housing and 

Urban Development or any agency or instrumentality of the United States of America 

succeeding to the mortgage insurance functions thereof. 

FHA Insurance:  FHA mortgage insurance issued under one of the FHA Insurance 

programs pursuant to the National Housing Act, including but not limited to:  (a) FHA 

§203(b), Home Unsubsidized; (b) FHA §234(c), Condominiums; (c) FHA §203(b)(2), 

Veteran’s Status, or (d) FHA Section 184, Indian Housing Loans. 

FHA Insured:  Insured by FHA Insurance. 

Freddie Mac:  The Federal Home Loan Mortgage Corporation, a corporate 

instrumentality of the United States created pursuant to the Federal Home Loan Mortgage 

Act (Title III of the Emergency Home Finance Act of 1970, as amended, 12 U.S.C. 

§§ 1451-1459), and any successor to its functions. 
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Freddie Mac Security:  A single pool, guaranteed mortgage pass-through Freddie 

Mac program security or UMBS, guaranteed as to timely payment of principal and 

interest by Freddie Mac and backed by Conventional Mortgage Loans, or FHA Insured or 

VA Guaranteed Program Loans, in the related mortgage pool 

GNMA:  The Government National Mortgage Association, a wholly owned 

corporate instrumentality of the United States within the Department of Housing and 

Urban Development, and any successor to its functions.  Its powers are prescribed 

generally by Title III of the National Housing Act, as amended (12 U.S.C., §1716 et 

seq.). 

GNMA Security:  A GNMA I Mortgage Pass-Through Certificate or a GNMA II 

Mortgage Pass-Through Certificate issued by the Master Servicer in the name of the 

Trustee in exchange for Program Loans and guaranteed as to timely payment of principal 

and interest by GNMA pursuant to Section 306(g) of Title III of the National Housing 

Act of 1934 and the regulations promulgated thereunder, and backed by FHA Insured 

Program Loans, USDA Rural Development Guaranteed Program Loans or VA 

Guaranteed Program Loans in the related pool. 

Home:  Real property and improvements in the State, comprising not more than 

four dwelling units, occupied or to be occupied by one or more persons or families. 

Lender:  Any of the following institutions making or holding a 2020/2021 Series 

Program Loan:  (i) any bank, savings bank, credit union, mortgage company or nonprofit 

corporation organized or licensed under the laws of the State or the United States, and 

any mortgagee or lender approved or certified by the Secretary of Housing and Urban 

Development or by the Administrator of Veteran Affairs; or (ii) any agency or 

instrumentality of the United States or the State, or a political subdivision of the State. 

Master Servicer:  The Person designated as servicer under the Participation 

Agreements and the Master Servicing Agreement, and its successors or assigns, or any 

substitute servicer designated by the Agency in accordance with the Master Servicing 

Agreement. 

Master Servicing Agreement:  The Servicing Agreement, dated as of October 17, 

2013, between the Agency and U.S. Bank National Association, as Master Servicer, as 

the same has been or may be amended from time to time or any agreement executed by 

the Agency replacing that agreement. 

Mortgage:  A mortgage deed, deed of trust, or other instrument securing a 

2020/2021 Series Program Loan and constituting a lien on a Home. 

Mortgagor:  The obligor or joint obligors on a 2020/2021 Series Program Loan. 

Participation Agreements:  One or more of the Participation Agreements, as 

amended from time to time, relating to the origination of Program Loans under the 

Program, either (i) between the Agency, the Master Servicer (with respect to a 

Participation Agreement relating to Program Loans to be pooled to back Program 
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Securities), and a Lender, or (ii) between the Agency and a Lender (together with a 

separate participation agreement between the Master Servicer and a Lender with respect 

to a participation agreement relating to Program Loans to be pooled to back Program 

Securities). 

Pool Purchase Contract:  (i) Any Fannie Mae Pool Purchase Contract between 

the Master Servicer and Fannie Mae relating to the sale by the Master Servicer of Pooled 

2020/2021 Series Program Loans to Fannie Mae and the servicing thereof, or (ii) any 

Fannie Mae Pool Purchase Contract between the Agency and Fannie Mae relating to the 

sale by the Agency of Pooled 2020/2021 Series Program Loans to Fannie Mae and the 

servicing thereof, or (iii) any Freddie Mac Pool Purchase Contract between the Master 

Servicer and Freddie Mac relating to the sale by the Master Servicer of 2020/2021 Series 

Program Loans to Freddie Mac and the servicing thereof. 

Pooled 2020/2021 Series Program Loan:  A loan to a Mortgagor, secured by a 

Mortgage on a Home and evidenced by a promissory note, or a security payable from or 

evidencing an interest in Program Loans, and financed in whole or in part with amounts 

on deposit in the 2020/2021 Series Acquisition Account, acquired by the Master Servicer 

pursuant to Subsection (F) of this Section 7. 

Servicer: The Agency or any other public or private institution (including the 

Trustee or a Depository) with which the Agency has executed a Servicing Agreement. 

Servicing Agreement:  A contractual agreement of the Agency with a Servicer for 

the servicing of a Transferred Mortgage Loan. 

Transferred Program Loans: The Transferred Mortgage Loans and the Program 

Loans pooled into the Transferred Program Securities, if any. 

Transferred Mortgage Loan:  The Program Loans allocable to the Series Bonds 

upon the refunding of the Refunded Bonds, if any. 

Transferred Program Obligations:  Collectively, the Transferred Mortgage Loans 

and the Transferred Program Securities allocable to the Series Bonds upon the refunding 

of the Refunded Bonds, if any. 

Transferred Program Securities:  The Program Securities allocable to the Series 

Bonds upon the refunding of the Refunded Bonds, if any. 

UMBS:  The common, single mortgage-backed securities backed by fixed-rate 

mortgages formally known as the Uniform Mortgage-Backed Security, issued as of 

June 3, 2019 by Fannie Mae and Freddie Mac, guaranteed by either Fannie Mae or 

Freddie Mac, depending upon which issues the UMBS.  UMBS are a type of Program 

Security. 

USDA Rural Development:  Rural Development, a division of the United States 

Department of Agriculture, and any successor to its functions.  Its powers are prescribed 

by the Housing Act of 1949, as amended. 
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USDA Rural Development Guaranteed:  Guaranteed by USDA Rural 

Development under the USDA Rural Development Guaranteed Rural Housing Loan 

Program. 

VA:  The Veterans Administration, an agency of the United States of America, or 

any successor to its functions. 

VA Guaranteed:  Guaranteed by the VA under the Serviceman’s Readjustment 

Act of 1944, as amended 

(B) Debt Service Reserve Requirement.  In accordance with the provisions of the 

Bond Resolution, the Debt Service Reserve Requirement for the Bond Resolution is the sum of 

amounts established for each Series of Bonds by each respective Series Resolution.  The Debt 

Service Reserve Requirement with respect to each Series of the Series Bonds will be in that 

amount or that percentage of the principal amount of the then Outstanding Series Bonds of the 

Series as set forth in the Agency Certificate(s) delivered pursuant to Section 8(A) of the Series 

Resolution. 

(C) Insurance Reserve Requirement.  In accordance with the provisions of the Bond 

Resolution, the Insurance Reserve Requirement for the Bond Resolution is the sum of amounts 

established for each Series of Bonds by each respective Series Resolution.  The Insurance 

Reserve Requirement with respect to each Series of the Series Bonds will be in that amount or 

that percentage of the principal amount of the then Outstanding Series Bonds of the Series as set 

forth in the Agency Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution. 

(D) Requirements for 2020/2021 Series Program Securities.  The Agency will 

designate in the Agency Certificate(s) delivered pursuant to Section 8(A) of the Series 

Resolution whether or not the Series Bonds are intended to be Tax-Exempt Bonds.  A portion of 

the sale proceeds of Series Bonds may be used for the purchase of DPA Loans which were made 

by the Agency in connection with Program Loans backed by Mortgages that are in compliance 

with the Act, the Program and the Code.  The sale proceeds of Series Bonds not used to purchase 

DPA Loans or to refund certain obligations of the Agency will be used to purchase Program 

Securities that (l) are backed by Mortgages that are in compliance with the Act, the Program, 

and, in the case of Series Bonds that are Tax-Exempt Bonds, the Code, and (2) comply with the 

requirements set forth in the Master Servicing Agreement.  The Agency represents that the 

Transferred Program Loans were made in accordance with the applicable provisions of the Bond 

Resolution and the Agency’s Mortgage Program Procedural Manual as in effect at the time the 

Transferred Program Loans were purchased by the Agency, those provisions will constitute the 

Series Program Determinations with respect to the Transferred Program Loans, and those 

Transferred Program Loans will be Program Loans within the meaning of the Bond Resolution 

and the Series Resolution.  Except as expressly provided, the provisions of Subsection (E) of this 

Section 7 will not apply to the Transferred Program Loans.  The provisions of the Agency’s Start 

Up Procedural Manual, and the Master Servicer’s lending guide, each as most recently revised 

and as revised from time to time, the applicable Participation Agreements and the Master 

Servicing Agreement will be used to administer the financing of the Pooled 2020/2021 Series 

Program Loans.  
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(E) Acquisition of 2020/2021 Series Program Securities and DPA Loans.  For any 

Series Bonds designated as Mortgage-Backed Securities Pass-Through Program, prior to the 

issuance of those Series Bonds, the Master Servicer must have acquired Program Loans from 

Lenders and pooled the Program Loans into Series Bond Program Securities as provided in the 

Master Servicing Agreement.  For any Series Bonds not designated as Mortgage-Backed 

Securities Pass-Through Program, during the Delivery Period for each issuance of a Series or 

Series of Series Bonds, the Master Servicer will acquire Program Loans from Lenders and pool 

the Program Loans into 2020/2021 Series Program Securities as provided in the Master 

Servicing Agreement.  In each case, the Trustee will disburse moneys from the 2020/2021 Series 

Acquisition Account related to the Series for the acquisition of Program Securities pursuant to 

the Master Servicing Agreement and this Subsection (E).  The Trustee will pay the Master 

Servicer the purchase price of each Program Security acquired from the Master Servicer as 

approved by an Authorized Officer, plus applicable fees or charges payable to a Federal 

Mortgage Agency and not paid by the Mortgagor, plus accrued interest, if any. 

The Trustee will disburse moneys from the 2020/2021 Series Acquisition Account related 

to the Series for the acquisition of DPA Loans as set out in the Agency Certificate or Agency 

Certificates, as the case may be, delivered pursuant to Section 8(A) of the Series Resolution. 

For any Series Bonds with a Delivery Period, the Agency may at any time transfer any 

proceeds of a Series of the Series Bonds in a 2020/2021 Series Acquisition Account related to 

the Series to the 2020/2021 Series Account related to the Series in the Bond Redemption Fund to 

be applied to the redemption of the Series Bonds.  In addition, at the end the Delivery Period 

related to the Series of Series Bonds, the Agency must transfer from the 2020/2021 Series 

Acquisition Account related to the Series any amounts not expended to that date to the Bond 

Redemption Fund to be applied to the redemption of Series Bonds within 41 days thereafter; 

provided that the Agency may (instead of redeeming those Series Bonds from unexpended 

proceeds) extend the related Delivery Period with respect to all or any portion of the unexpended 

amounts remaining in a 2020/2021 Series Acquisition Account related to the Series, for the 

period as the Agency determines consistent with the final sentence of this paragraph, but only if 

the Agency has delivered to the Trustee on or prior to the expiration of the Delivery Period 

designated in the related Agency Certificate a Certificate (i) designating the new ending date for 

that Delivery Period, (ii) certifying that the Agency has delivered a Cash Flow Certificate and a 

Parity Certificate confirmed by an investment banking firm, financial consulting firm or 

accounting firm, in each case nationally recognized with respect to the cash flow analysis of 

qualified mortgage bonds, that Cash Flow Certificate and Parity Certificate will accompany the 

Agency Certificate; (iii) certifying that, to the extent necessary to satisfy the requirements of the 

Cash Flow Certificate and each Rating Agency then rating the Bonds, an Investment Obligation 

has been arranged for investment of amounts in the 2020/2021 Series Acquisition Account 

related to the Series to a date not earlier than the ending date of the extended Delivery Period; 

(iv) designating the amount of any additional deposits, if any, required by the Cash Flow 

Certificate, the Parity Certificate and each Rating Agency then rating the Bonds to be made into 

funds held under the Resolution in connection with the extension, those deposits must be made 

on or before the date of expiration of that Delivery Period and must be made only from the 

Agency’s funds; and (v) certifying that the Agency has notified each Rating Agency then rating 

the Bonds that the extension is being planned and has provided copies of the Cash Flow 

Certificate and Parity Certificate to each Rating Agency then rating the Bonds, together with any 
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other documentation as each Rating Agency then rating the Bonds may request, and has received 

written confirmation that the Rating of Outstanding Bonds will not be impaired by the extension 

of the Delivery Period.  On any date subsequent to any extension of the related Delivery Period, 

the Agency may transfer any unexpended proceeds remaining in the 2020/2021 Series 

Acquisition Account related to the Series and allocable amounts, as reasonably determined by 

the Agency, held in the 2020/2021 Series Accounts in the Debt Service Reserve Fund and 

Insurance Reserve Fund, in each case allocable to the related Series, to the 2020/2021 Series 

Account related to those Series Bonds in the Bond Redemption Fund to be applied to redemption 

of those Series Bonds as provided in Section 4(C) of the Series Resolution.  At the end of each 

Delivery Period for a Series of Bonds, including any extension thereof as provided in this 

Subsection (E), the Trustee must transfer from the 2020/2021 Series Acquisition Account related 

to the Series Bonds an amount equal to the amount of proceeds of the Series Bonds in the 

2020/2021 Series Acquisition Account not expended to that date and allocable amounts, as 

reasonably determined by the Agency, held in the 2020/2021 Series Accounts in the Debt 

Service Reserve Fund and Insurance Reserve Fund, and in each case related to the Series Bonds, 

to the 2020/2021 Series Account in the Bond Redemption Fund to be applied to the redemption 

of those Series Bonds in accordance with Section 4(C) of the Series Resolution.  The Delivery 

Period may not be extended pursuant to this Subsection (E) beyond the date named in the related 

Agency Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution, provided that 

the date is not greater than 42 months from the Issue Date of the related Series Bonds.  

Notwithstanding any provision in this Subsection (E) to the contrary, the Trustee must apply 

amounts in a 2020/2021 Series Acquisition Account related to the Series to the redemption of the 

Series Bonds in accordance with Section 4(C) of the Series Resolution. 

The Agency may participate each 2020/2021 Series Program Security between different 

sources of funds of the Agency, so long as the interest of each has equal priority as to lien in 

proportion to the amount of the 2020/2021 Series Program Security secured, but those interests 

need not be equal as to interest rate. 

(F) Enforcement of Transferred Mortgage Loans and DPA Loans. 

(1) Subject to the right of the Agency to modify the Transferred Mortgage 

Loans and DPA Loans pursuant to Section 6.5(E) of the Bond Resolution, the Agency 

will take or require a Servicer to take all measures, actions and proceedings as are 

reasonably necessary and are deemed by it to be most effective to recover the balance due 

and to become due on each Defaulted Transferred Mortgage Loan or Defaulted DPA 

Loan, including the curing of the default by the Mortgagor, foreclosure of the Mortgage, 

acceptance of a conveyance in lieu of foreclosure, sale of the Transferred Mortgage Loan, 

renting or selling the Home, collection of any applicable mortgage insurance or 

guaranties, and preservation of the title to and value of the Home pending recovery of the 

balance of the Defaulted Transferred Mortgage Loan or the Defaulted DPA Loan, but any 

action will, to the extent legally necessary, conform to the requirements of, and protect 

the interests of any agency or instrumentality of the United States guaranteeing, insuring 

or otherwise assisting the payment of that Defaulted Transferred Mortgage Loan or the 

Defaulted DPA Loan.  All collection recoveries for Defaulted DPA Loans are subject to 

any collection recoveries applicable to the related first lien Program Loan.] 
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(2) Upon receipt of any Revenues with respect to any Defaulted Transferred 

Mortgage Loan and any Defaulted DPA Loan or from operation of the Home subject to 

that Defaulted Transferred Mortgage Loan or Defaulted DPA Loan, after foreclosure or 

conveyance of the Home to the Agency in lieu of foreclosure, in excess of the amounts 

needed to preserve title to and the value of the Home, the Agency will transmit those 

Revenues to the Trustee for deposit in the Revenue Fund. 

(G) Enforcement of 2020/2021 Series Program Securities. 

(1) The 2020/2021 Series Program Securities acquired by the Trustee on 

behalf of the Agency, and the Transferred Program Securities, if any, will be held at all 

times by the Trustee in trust and subject to the pledge of the Bond Resolution.  If the 

Trustee does not receive a payment on a GNMA I Security when due by the close of 

business on the 17th day of each month, or if the Trustee does not receive a payment on a 

GNMA II-Custom Pool Security when due by the close of business on the 22nd day of 

each month, the Trustee will immediately notify, and demand payment from GNMA.  If 

the Trustee does not receive payment or advice from the depository of payment, with 

respect to a Fannie Mae Security when due by the close of business on the 25th day of 

any month (or the next Business Day if the 25th is not a Business Day), the Trustee will 

immediately demand payment from Fannie Mae in connection with the guaranty of 

timely payments of principal and interest by Fannie Mae.  If the Trustee does not receive 

payment on a Freddie Mac Security when due by the close of business (a) for Freddie 

Mac Securities which are not UMBS, on the 18th day of each month (or the next 

Business Day if the 18th day is not a Business Day) or (b) for Freddie Mac Securities 

which are UMBS, on the 25th day of each month (or the next Business Day if the 25th day 

is not a Business Day), the Trustee will immediately demand payment from Freddie Mac. 

(2) The Agency agrees that the Trustee in its name or (to the extent required 

by law) in the name of the Agency may enforce all rights of the Agency and all 

obligations of a Master Servicer under and pursuant to a Master Servicing Agreement for 

and on behalf of the Bondowners whether or not an Event of Default under the Bond 

Resolution or the Series Resolution has occurred or is continuing.  The Agency will 

supervise, or cause to be supervised, each Lender’s compliance with the Participation 

Agreements.  In the event the Master Servicing Agreement is cancelled or terminated for 

any reason, the Agency will proceed with due diligence to procure a successor Master 

Servicer, subject to the provisions of the Master Servicing Agreement and the 

requirements of each applicable Federal Mortgage Agency.  During the period necessary 

to obtain that successor, the Trustee will, subject to the approval of the applicable Federal 

Mortgage Agency, cause to be performed the duties and responsibilities of the Master 

Servicer, under the Master Servicing Agreement and will be compensated therefor, in 

addition to the compensation payable to it under the Bond Resolution or any other 

instrument, in the same manner and amounts as provided under the Master Servicing 

Agreement. 

(H) [Reserved]. 

(I) [Reserved]. 
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(J) Information to be Furnished.  The Trustee will furnish information concerning the 

Series Bonds and the Program to each Rating Agency upon reasonable request thereof. 

(K) Amendments.  This Section 7 of the Series Resolution may be amended 

subsequent to the issuance of the Series Bonds to reflect changes in requirements applicable to 

the 2020/2021 Series Program Securities, DPA Loans or the Transferred Program Obligations; 

provided that the amendment will become effective only if Bond Counsel renders an opinion to 

the effect that the amendment will not adversely affect the exclusion of interest on the Series 

Bonds from gross income of the owners thereof for federal income tax purposes and if the 

Agency delivers an Agency Certificate to the Trustee to the effect that the amendment will not 

impair the Ratings on the Series Bonds by each Rating Agency. 

Section 8. Conditions Precedent to Issuance. 

(A) Documents Furnished to Trustee.  Prior to the delivery of each Series of the Series 

Bonds an Authorized Officer will cause to be furnished to the Trustee, unless previously 

furnished, the following items as required by Sections 2.5 and 2.6 of the Bond Resolution: 

(1) Certified copies of the Bond Resolution and the Series Resolution. 

(2) An opinion of counsel to the Agency that the Bond Resolution and the 

Series Resolution have been duly adopted by the Agency and are valid and binding upon 

it and enforceable in accordance with their terms, that the Bond Resolution creates the 

valid pledge that it purports to create, and that the principal amount of the Series Bonds 

and other obligations heretofore issued by the Agency does not exceed any legal 

limitation. 

(3) The Opinion of Bond Counsel required by Section 2.5(2) of the Bond 

Resolution. 

(4) A Counsel’s Opinion that the Series Bonds are exempt from registration 

under, or have been registered in accordance with, the Securities Act of 1933 and that the 

Series Resolution is qualified under the Trust Indenture Act of 1939 or that qualification 

is not necessary. 

(5) An Agency Certificate (i) requesting the Trustee to authenticate the Series 

Bonds, and deliver them to the Underwriters upon payment or the purchase price set forth 

in the related Agency Certificate, (ii) certifying that the Agency is not in default in the 

performance of any of the covenants, conditions, agreements or provisions contained in 

the Bond Resolution, (iii) setting forth the amount of the proceeds of the Series Bonds 

and other funds to be deposited with the Trustee pursuant to Section 4.1 of the Bond 

Resolution and the Funds and Accounts into those deposits should be made, 

(iv) certifying that upon the issuance and delivery of the Series Bonds, the amount on 

deposit in the Debt Service Reserve Fund will be at least equal to the Debt Service 

Reserve Requirement and the amount on deposit in the Insurance Reserve Fund will be at 

least equal to the Insurance Reserve Requirement, (v) stating that the issuance of the 

Series Bonds will have no adverse material effect on the ability of the Agency to pay the 

Debt Service on the Bonds then Outstanding, (vi) stating whether or not the Series of 
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Series Bonds are intended to be Tax-Exempt Bonds, (viii) setting forth whether any of 

the funds deposited to the related 2020-2021 Acquisition Account may be used for 

purchase of DPA Loans as provided in Section 7(E) of the Series Resolution, and 

(viii) setting forth the terms of the Series Bonds to be specified as provided in Section 

2(D) and Section 4(C) of the Series Resolution. 

(6) An Agency Certificate as required by Section 2.5(6) of the Bond 

Resolution and any information required to be filed with the Trustee upon deposit of 

amounts in an Acquisition Account pursuant to Section 4.4 of the Bond Resolution.  A 

Cash Flow Certificate need not be filed with the Trustee in connection with the issuance 

of any Series of the Series Bonds. 

(7) Written confirmation from each Rating Agency that issuance of the Series 

Bonds will not impair then existing Rating on the Bonds. 

(8) If applicable, evidence that the Agency has given irrevocable instructions 

of the redemption of all the related Refunded Bonds, if any, and the redemption dates, if 

any, upon which the related Refunded Bonds are to be redeemed, to the Trustee or to the 

owners of the related Refunded Bonds or the trustee for those owners, as applicable. 

(9) Evidence that money or Government Obligations in an amount sufficient 

to effect payment of the applicable redemption price, or amount payable on maturity, of 

the related Refunded Bonds, if any, have been deposited with the Trustee in accordance 

with the Bond Resolution, or have been received by the owners of the related Refunded 

Bonds or the trustee for those owners, in accordance with the resolution of the Agency 

whereby the related Refunded Bonds were issued, as applicable. 

(10) If applicable, an Opinion of Bond Counsel to the effect that issuance of the 

Series Bonds will not result in interest on the related Refunded Bonds being included in 

gross income for federal income tax purposes. 

(B) Acceptance and Certification by Trustee.  Prior to the delivery of any Series of the 

Series Bonds, the Agency will also receive from the Trustee a certificate stating that it has 

received the documents listed in Subsection (A); and that the amounts to be deposited in the Debt 

Service Reserve Fund and Insurance Reserve Fund, if any, are sufficient to increase the amount 

in those Funds to the Debt Service Reserve Requirement and Insurance Reserve Requirement 

effective after the issuance of the Series Bonds as computed by the Trustee.  The Trustee will 

administer and observe on behalf of the Agency all applicable requirements of the Code now or 

hereafter relating to information reporting, withholding and similar requirements with respect to 

ownership or payment of the Series Bonds, including, without limitation, the requirements 

imposed by Sections 871(h)(2)(B), 1441, 1442, 3406, 6045 and 6049 of the Code. 

(C) Program Securities.  Prior to each delivery of Series Bonds designated as 

Mortgage-Backed Securities Pass-Through Program, Transferred Program Securities and/or 

Series Bond Program Securities in an aggregate principal amount equal to or greater than the 

aggregate principal amount of those Series Bonds and to constitute the Transferred Program 
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Securities or Series Bond Program Securities, as applicable, for those Series of Bonds must be 

identified by the Agency in a manner acceptable to the Trustee. 

(D) Documents Required by the Purchase Contract.  Prior to delivery of a Series of 

the Series Bonds, an Authorized Officer will also cause to be furnished to the Underwriters each 

of the certificates, opinions and other documents required by the related Purchase Contract. 

(E) Certification Under Applicable Federal Tax Law.  An Authorized Officer is also 

authorized and directed, on the date of delivery of a Series of the Series Bonds that are intended 

to be Tax-Exempt Bonds, to prepare and execute a certificate on behalf of the Agency, setting 

forth in brief and summary terms the facts, estimates and circumstances on the basis of which the 

Agency reasonably expects that the proceeds of the Series Bonds will be used in a manner that 

would not cause the Series Bonds to be arbitrage bonds under applicable federal tax law, and on 

the basis of which the Series Bonds will be “qualified mortgage bonds” under the provisions of 

applicable federal tax law.   

(F) Delivery.  Upon fulfillment of the above conditions an Authorized Officer will 

direct the Trustee to authenticate and deliver the related Series Bonds as provided in the related 

Purchase Contract upon receipt by the Trustee of the purchase price to be paid by the 

Underwriters under the Purchase Contract. 

Section 9. Deposit of Bond Proceeds and Other Funds; Investment Obligations. 

(A) 2020/2021 Series Accounts.  Within the Acquisition Account, the Revenue Fund, 

the Bond Fund Interest Account, the Bond Fund Principal Account, the Debt Service Reserve 

Fund (but only if the Debt Service Reserve Requirement with respect to the Series Bonds is 

greater than zero), the Insurance Reserve Fund (but only if the Insurance Reserve Requirement 

with respect to the Series Bonds is greater than zero) and, as applicable, the Bond Redemption 

Fund and the Alternative Loan Fund, the Trustee may maintain a combined 2020/2021 Series 

Account designated for each Series of Series Bonds issued on the same Issue Date, as directed in 

the Agency Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution, for the 

purpose of recording the proceeds of the related Series Bonds and other amounts directed by the 

Series Resolution to be deposited therein and the Transferred Program Obligations, other 

transferred proceeds, 2020/2021 Series Program Securities, DPA Loans, and Investment 

Obligations purchased therefrom or allocated thereto and the prepayments and other receipts 

from the Transferred Program Obligations, the 2020/2021 Series Program Securities, the DPA 

Loans, and Investment Obligations, and the Revenues received with respect to the related Series 

of Series Bonds.  In addition, the Trustee will establish a separate Cost of Issuance Account for 

the Series of Series Bonds issued on the same Issue Date. 

(B) Deposits of Funds.  The proceeds of each Series of the Series Bonds, the DPA 

Loans acquired with, or reimbursed from the proceeds of a Series of the Series Bonds, the 

Transferred Program Obligations, other transferred proceeds and funds of the Agency, if any, 

will be deposited by the Trustee into the Accounts established pursuant to Section 9(A), as set 

forth in the Agency Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution. 
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(C) Investment Agreements.  If deemed advantageous, the Commissioner or other 

Authorized Officer is authorized to negotiate and execute one or more investment agreements for 

the investment of all or a portion of the proceeds of the Series Bonds and other funds of the 

Agency related thereto. 

Section 10. Tax Covenant and Restrictions. The below covenants relate to all Series 

Bonds intended to be Tax-Exempt Bonds (“Tax-Exempt Series Bonds”): 

(A) General Tax Covenant.  The Agency covenants that it will at all times do and 

perform all acts and things permitted by law and necessary or desirable in order to assure that 

interest paid by the Agency on Tax-Exempt Series Bonds will be excludable from gross income 

for purposes of federal income taxation, and that no part of the proceeds of the Tax-Exempt 

Series Bonds will at any time be used directly or indirectly to acquire securities or obligations the 

acquisition of which, from the funds used for that purpose, if reasonably anticipated on the date 

of issuance of any Tax-Exempt Series Bond, would have caused the Tax-Exempt Series Bonds to 

be arbitrage bonds, unless that acquisition is at that time permitted by applicable federal tax law 

and the Treasury Regulations thereunder, as then in effect.  The Agency must at all times do and 

perform all acts and things permitted by law and the Bond Resolution and necessary or desirable 

in order to assure that the proceeds of the Tax-Exempt Series Bonds, and the Revenues 

attributable thereto, will be used in a manner consistent with the provisions of applicable federal 

tax law so that the interest on the Tax-Exempt Series Bonds will be excludable from gross 

income for federal income tax purposes. 

(B) Qualified Program Loans.  The covenants and restrictions set forth in Section 11 

of the Series Resolution will apply to each Program Loan, including Program Loans purchased 

by the Master Servicer to be pooled in a Program Security from the sale proceeds of any 

Tax-Exempt Series of Series Bonds.  The Agency retains the right to impose covenants with 

respect to Program Loans, Homes and Mortgagors more restrictive than those imposed by 

applicable federal tax law. 

(C) Amendments.  Any particular covenant or restriction set forth in Sections 10 and 

11 of the Series Resolution, other than the covenant in Subsection (A) of this Section 10, will 

apply only to the extent that the same is necessary to implement the provisions of applicable 

federal tax law to assure that the interest to be paid on the Tax-Exempt Series Bonds will be and 

remain excluded from gross income for purposes of federal income taxation.  If and to the extent 

that applicable federal tax law is amended or supplemented, and the Agency determines on the 

advice of counsel that the effect thereof is to add to, delete from or change the restrictions and 

limitations contained in applicable federal tax law or the Agency’s interpretation thereof, any 

provision of Section 10 and 11 of the Series Resolution may be amended or supplemented to 

conform to applicable federal tax law as then in effect, without the consent of the Trustee or 

Bondowners, as contemplated in Section 9.1(B)(6) of the Bond Resolution. 

Section 11. Compliance with Applicable Federal Tax Law. 

(A) Code Provisions.  Unless otherwise determined in the Agency Certificate to be 

delivered pursuant to Section 8(A) of the Series Resolution, the Agency determines that Section 

143 of the Code is applicable to the Tax-Exempt Series Bonds as a “qualified mortgage issue.”  
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Under Section 143(a), a “qualified mortgage bond” is one issued as part of a qualified mortgage 

issue, all proceeds of which, exclusive of issuance costs and a reasonably required reserve, are to 

be used to finance owner-occupied residences, and that meets the requirements of subsections (c) 

through (i), inclusive, and (m)(7), of Section 143. 

(B) Mortgage Eligibility Requirements; Good Faith and Corrective Action.  Actions 

to assure compliance with the requirements of applicable federal tax law as applicable to 

Tax-Exempt Series Bonds are set forth in Subsections (C) through (L) of this Section 11.  As to 

the mortgage eligibility requirements of applicable federal tax law as set forth in subsections (c) 

through (f), and (i), of Section 143 of the Code, the Agency and its staff have attempted, and will 

in good faith attempt, to meet, or cause the Master Servicer to meet, all of them before each 

Mortgage is executed, and to assure that 95% or more of the proceeds of the Tax-Exempt Series 

Bonds devoted, directly or indirectly, to owner-financing are devoted to residences with respect 

to which, at the time the Mortgages were or are executed, all those requirements were or are met, 

and that any failure to meet those requirements will be corrected within a reasonable period after 

the failure is first discovered, if necessary by accelerating or selling the Program Loan or 

replacing it with a qualifying Program Loan.  With respect to the Transferred Program Loans, 

certifications and warranties of Mortgagors, Lenders and the Servicers and provisions of the 

Mortgages and related promissory notes designed for this purpose were set forth in the Agency’s 

Mortgage Program Procedural Manual as in effect at the time the Transferred Program Loans 

were executed.  With respect to the Pooled 2020/2021 Series Program Loans, certifications and 

warranties of Mortgagors, Lenders and the Master Servicer and provisions of the Mortgages and 

related promissory notes designed for this purpose are set forth in the Agency’s Mortgage Loan 

Program Procedural Manual:  MBS, the Participation Agreements and the Master Servicing 

Agreement.  As to the arbitrage and recapture requirements of Sections 143 and 148 of the Code, 

the Agency and its staff will in good faith attempt to meet all the requirements and will take all 

reasonable steps to avoid failure due to inadvertent error. 

(C) Residence.  Each Program Loan purchased in whole or in part by the Master 

Servicer to be pooled in a Program Security to be financed in whole or in part from the proceeds 

of, or allocated to, the Tax-Exempt Series Bonds, will have been made or will be made to finance 

the cost of construction of a new Home, or to finance the cost of acquisition, with or without 

rehabilitation or improvement, of an existing Home, or to finance the cost of rehabilitation or 

improvement of an existing Home owned by the Mortgagor located in Minnesota and containing 

not more than four dwelling units, that is or can reasonably be expected to become the principal 

residence of the Mortgagor as established by an affidavit secured by the Lender from the 

Mortgagor stating his or her intent so to occupy the Home not later than 60 days after final 

closing and thereafter to maintain it as his or her principal residence, and that no use will be 

made of the Home (or of the area occupied by the Mortgagor in the case of a two- to four-family 

Home) that would cause any Tax-Exempt Series Bond to meet the private business use tests of 

Section 141(b) of the Code, and that the Home is not to be used as an investment property or a 

recreational home. 

(D) Three-Year Prior Ownership.  No Program Loan will be purchased in whole or in 

part by the Master Servicer to be pooled in a Program Security, unless the originating Lender 

secures, or has secured, and retains an affidavit of the Mortgagor stating that he or she has not 

had a present ownership interest in a principal residence at any time during the three-year period 
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ending on the date when the Mortgage is executed, unless the Program Loan is made for a 

residence within a “targeted area,” as defined in Section 143(h) of the Code and Section 

6a.103A-2(b)(3) of the Regulations, or the Program Loan is made to a “veteran” borrower (as 

defined in 38 U.S.C. Section 101) who has not previously obtained mortgage loans financed by 

single family mortgage revenue bonds utilizing the veteran exception.  In addition, except for 

Program Loans in targeted areas, or to “veteran” borrowers, the Lender must secure, or have 

secured, from the Mortgagor copies of the Mortgagor’s federal tax returns that were filed with 

the Internal Revenue Service for the preceding three years (if due for these years), in order to 

ascertain and certify to the Agency whether the Mortgagor has claimed a deduction for taxes on 

property that was the Mortgagor’s principal residence or for interest on a mortgage secured by 

that property.  The Program Loan must not be purchased if either the Lender or the Master 

Servicer, as applicable, has reason to believe the affidavit to be false.  Notwithstanding the 

preceding provisions of this Subsection (D) of Section 11, a Program Loan may be purchased by 

the Master Servicer to be pooled in a Program Security, financing the rehabilitation of a Home 

owned by the Mortgagor, or the purchase of a Home rehabilitated by the seller, of which the 

Mortgagor is the first resident after the rehabilitation work is completed, provided that the 

Program Loan is or has been provided in connection with a “qualified rehabilitation” as defined 

in Section 143(k)(5) of the Code. 

(E) Purchase Price.  No Program Loan will be purchased in whole or in part by the 

Master Servicer to be pooled in a Program Security, if the acquisition cost of the Home for which 

it is made exceeds 90%, or 110% if located in a targeted area as defined in Subsection (D) above, 

of the average area purchase price applicable to the Home as of the date of purchase or the date 

of financing commitment by the Lender, whichever is earlier, as established by average area 

purchase price limitations published by the Treasury Department for the statistical area where the 

Home is located, or as established by the Agency pursuant to more accurate and comprehensive 

data available to the Agency.  Acquisition cost will be determined in accordance with Section 

6a.103A-2(b)(8) of the Regulations, including all cash and non-cash items deemed therein to be 

included under particular circumstances as a cost of acquiring a residence from the seller as a 

completed residential unit.  The Lender must secure and retain, or file with the Master Servicer, 

affidavits from both the seller and the Mortgagor, establishing facts showing that the acquisition 

cost requirement has been met. 

(F) Income Requirements.  All Program Loans to be financed in whole or in part from 

the proceeds of the Tax-Exempt Series Bonds, including Program Loans purchased by the 

Master Servicer to be pooled in a Program Security, must be made, or have been made, to 

Mortgagors whose family income is 115 percent or less of the applicable median family income, 

except as otherwise permitted for targeted areas pursuant to Section 143(f)(3) of the Code or 

high housing cost areas pursuant to Section 143(f)(5) of the Code.  The Lender must secure, or 

have secured, and retain, or file with the Master Servicer, income information from available 

loan documents, as specified in Rev. Rul. 86-124, and an affidavit of the Mortgagor that the 

family income restrictions have been met.  The family income limits will be adjusted for families 

of fewer than three individuals in accordance with Section 143(f)(6) of the Code. 

(G) Limitation of Amount.  Certain Series of the Tax-Exempt Series Bonds will be, 

for federal tax purposes, current refunding bonds issued pursuant to either the provisions of 

Section 1313(a) of the Tax Reform Act of 1986 or Section 146(i) of the Code and the Agency 
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will not be required to apply the principal amount of the Tax-Exempt Series Bonds against the 

unused volume cap of the Agency for the issuance of qualified mortgage bonds during calendar 

year 2020, or 2021 if applicable, as provided pursuant to Section 146 of the Code and applicable 

state law. 

The unused volume cap of the Agency for the issuance of qualified mortgage bonds 

during calendar year 2020, or 2021 if applicable, including the amount carried forward from 

calendar years 2018, 2019, and 2020 if applicable, as provided pursuant to Section 146 of the 

Code and applicable state law, is in excess of the amount of the Tax-Exempt Series Bonds.  The 

Agency must apply the portion of the principal amount of the Tax-Exempt Series Bonds against 

the unused volume cap as required for the allocation of volume cap pursuant to Section 146 of 

the Code as set forth in the Agency Certificate(s) delivered pursuant to Section 8(A) of the Series 

Resolution. 

(H) Placement in Targeted Areas.  To the extent the Tax-Exempt Series Bonds are, for 

federal tax purposes, issued to refund bonds with respect to which the requirements of Section 

143(h) of the Code have previously been met, the Agency will not be required to make available 

any amount of the proceeds of the Tax-Exempt Series Bonds for the making of Program Loans in 

targeted areas (as defined in Section 143(j) of the Code). 

With respect to any portion of the Tax-Exempt Series Bonds that are not issued to refund 

bonds with respect to which the requirements of Section 143(h) of the Code have previously 

been met, the Agency must make available an amount equal to twenty percent (20%) of the 

proceeds of the Tax-Exempt Series Bonds deposited into the 2020/2021 Series Acquisition 

Account for the making of Program Loans in targeted areas (as defined in Section 143(j) of the 

Code). 

(I) Recapture of Federal Subsidy.  The Agency will take all action necessary to 

comply with the requirements of Section 143(m) applicable to it, including particularly the 

requirements of Section 143(m)(7) and applicable Regulations, as well as the provisions of 

Revenue Ruling 91-3 and Revenue Procedure 91-8. 

(J) Arbitrage.  The Agency must take all actions as may be prescribed in the future by 

Regulations or rulings of the Internal Revenue Service applicable to the Tax-Exempt Series 

Bonds to assure that the Tax-Exempt Series Bonds will meet the requirements of Section 143(g) 

of the Code and Section 148 of the Code relating to arbitrage, to-wit: 

(1) The effective rate of interest on the Transferred Program Loans and the 

portions of 2020/2021 Series Program Loans purchased with, or allocated to, the 

proceeds of the Tax-Exempt Series Bonds may not exceed the yield of the Tax-Exempt 

Series Bonds, computed in accordance with Section 143(g)(2) of the Code and the 

Regulations, by more than one and one-eighth percentage points. 

(2) The Agency must pay or cause to be paid the rebate amount required by 

Section 148(f) of the Code and applicable Regulations, as provided in the Arbitrage 

Rebate Certificate executed by the Trustee and the Agency in conjunction with the 

issuance and delivery of the Tax-Exempt Series Bonds. 
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(K) Special Requirements Relating to Use of Certain Amounts on Deposit in the 

2020/2021 Series Account in the Revenue Fund.  The Agency must take all necessary action 

pursuant to Section 143(a)(2)(A) of the Code to ensure that scheduled repayments and 

prepayments of principal of Transferred Mortgage Loans and 2020/2021 Series Program 

Securities are used to pay and redeem Tax-Exempt Series Bonds in the amounts and within the 

time periods mandated by that Section 143(a)(2)(A); provided that the provisions of this 

Subsection (K) will be not generally be applicable if (i) there is a change in the Code or 

Regulations, or notice or other announcement from the Treasury Department or Internal Revenue 

Service, that has the effect of removing the requirement for those redemptions of Tax-Exempt 

Series Bonds or (ii) there is delivered to the Trustee an opinion of nationally recognized bond or 

tax counsel that failure to make those redemptions will not adversely affect the exclusion from 

federal gross income of interest on the Tax-Exempt Series Bonds.  Notwithstanding any contrary 

provisions of this Subsection (K), the Agency agrees that, so long as Tax-Exempt Series Bonds 

maturing on the date or dates and designated as “Specified Bonds,” if any, in the Agency 

Certificate(s) delivered pursuant to Section 8(A) of the Series Resolution (the “Specified 

Bonds”) remain Outstanding, the provisions of Section 143(a)(2), as existing on the date of issue 

of the Tax-Exempt Series Bonds, will be considered as being in full force and effect 

(notwithstanding any subsequent change in law or regulation) and the Agency, to the full extent 

permitted by law, must comply with the provisions of the Agency’s final Official Statement 

furnished to the Underwriters pursuant to Section 2(F) of the Series Resolution relating to the 

special redemption of Specified Bonds from certain mortgage prepayments and/or regularly 

scheduled repayments of principal of the Transferred Mortgage Loans and the portion of 

2020/2021 Series Program Loans allocable to the Tax-Exempt Series Bonds. 

(L) New Mortgage and Assumption Requirements.  None of the proceeds of the 

Tax-Exempt Series Bonds will be used, and none of the proceeds of any of the Refunded Bonds, 

if any, were used, to acquire or replace an existing mortgage, and all of the lendable proceeds of 

the Tax-Exempt Series Bonds will be used, and all of the lendable proceeds of any Refunded 

Bonds were used, to purchase Program Loans, or Program Securities backed by Program Loans, 

made to persons who did not have a mortgage (whether or not paid off) on the Home securing 

the Program Loan at any time prior to the execution of the Mortgage, except in the cases of (i) a 

mortgage securing a construction period loan, (ii) a mortgage securing a bridge loan, or similar 

initial temporary financing having a term of 24 months or less, (iii) an existing mortgage in the 

case of a Program Loan for a qualified rehabilitation as described in Section 143(k)(5) of the 

Code and (iv) certain contract for deed arrangements as set forth in Section 143(i)(1) of the 

Code.  The relevant instruments relating to each 2020/2021 Series Program Loan and Mortgage 

purchased in whole or in part from the proceeds of the Tax-Exempt Series Bonds will contain a 

clause to the effect that the 2020/2021 Series Program Loan will be due on sale of the Home 

unless assumption by the purchaser is consented to by the Agency, which consent will be given 

only if the Agency has determined that the requirements of Subsections (C), (D), (E) and (F) of 

this Section 11 are met with respect to that assumption for any 2020/2021 Series Program Loan 

funded with proceeds of Tax-Exempt Series Bonds.  In the event that those requirements are not 

met, notwithstanding that determination, the error will be corrected as provided in Subsection 

(B) of this Section 11. 
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Section 12. Discretion of Authorized Officer.  An Authorized Officer will determine 

the number and aggregate principal amount of each Series of the Series Bonds, subject to the 

limitations in Section 2(D) of the Series Resolution.  Notwithstanding anything contained in the 

foregoing sections of the Series Resolution, if an Authorized Officer, upon consultation with the 

Chair and upon the advice of Bond Counsel or counsel to the Agency, determines that it is not in 

the best interests of the Agency to issue and sell the Series Bonds or any Series thereof (subject 

to any applicable provisions of any bond purchase agreement theretofore executed), then the 

Series Bonds will not be issued or sold in accordance with the Series Resolution. 

[Remainder of page intentionally left blank] 
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Adopted by the Minnesota Housing  

Finance Agency this 19th day of November, 2020. 

 

By:      

  Chair 

 

 

Attest:       

  Commissioner 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

[Resolution No. MHFA 20-056] 
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EXHIBIT A 

[Form of Series Bond] 

No. $ 

UNITED STATES OF AMERICA - STATE OF MINNESOTA 

MINNESOTA HOUSING FINANCE AGENCY 

RESIDENTIAL HOUSING FINANCE BOND, [2020] [2021] SERIES [_] 

[(MORTGAGE-BACKED SECURITIES PASS-THROUGH PROGRAM)] 

Rate Maturity Date Date of Original Issue CUSIP 

  ________, 2020/2021  

The Minnesota Housing Finance Agency, a public body corporate and politic organized 

and existing under the provisions of Minnesota Statutes, Chapter 462A, for value received 

promises to pay to 

CEDE & CO. 

or registered assigns, the principal sum of 

DOLLARS 

on the maturity date specified above, with interest thereon from the Date of Original Issue set 

forth above at the annual rate specified above, computed on the basis of a 360-day year 

composed of twelve 30-day months, payable on each January 1 and July 1, commencing 

___________, to the order of the registered owner hereof as shown on the Bond Register 

maintained by the Trustee (as hereinafter defined) on the fifteenth (15th) day (whether or not a 

business day) of the immediately preceding month, subject to the provisions referred to herein 

with respect to the redemption of principal before maturity.  The interest hereon and, upon 

presentation and surrender hereof, the principal and any redemption premium with respect to this 

Series Bond are payable in lawful money of the United States by check or draft, or other agreed 

means of payment, by Wells Fargo Bank, National Association, in Minneapolis, Minnesota, 

Trustee under the Bond Resolution referred to below, or its successor (the “Trustee”).  For the 

prompt and full payment thereof when due the full faith and credit of the Agency are irrevocably 

pledged.  This Series Bond is a general obligation of the Agency, payable out of any of its 

moneys, assets or revenues, subject to the provisions of resolutions or indentures now or 

hereafter pledging particular moneys, assets or revenues to particular notes or bonds, or state or 

federal laws appropriating particular funds for a specified purpose.  The Agency has no taxing 

power.  The State of Minnesota is not liable hereon, and this Series Bond is not a debt of the 

State. 

Page 62 of 210



 

2 
4845-7551-5345.3  

This Series Bond is one of a duly authorized Series of Residential Housing Finance 

Bonds, [2020] [2021] Series [______][(Mortgage-Backed Securities Pass-Through Program)], in 

the original principal amount of $___________ (the “Series Bonds”), issued to provide funds 

needed for the Agency’s Program of making or purchasing Program Obligations to facilitate the 

purchase, development or rehabilitation of a sufficient supply of residential housing in 

Minnesota at prices that persons and families of low and moderate income can afford.  The 

Series Bonds are issued under and pursuant to the Agency’s Amended and Restated Residential 

Housing Finance Bond Resolution, adopted August 24, 1995, as amended and supplemented (the 

“Bond Resolution”), and the Agency’s series resolution[s], adopted [May 28, 2020 and] 

November 19, 2020 ([together,] the “Series Resolution”), to which resolutions, including all 

supplemental resolutions that may be adopted pursuant to the provisions thereof, reference is 

made for a description of the revenues, moneys, securities, funds and accounts pledged to the 

Trustee for the security of the Owners of the Series Bonds, the respective rights thereunder of the 

Agency, the Trustee and other Fiduciaries and the Owners of the Series Bonds, and the terms 

upon which the Series Bonds are issued, delivered and secured.  [The Series Bonds are issued 

contemporaneously with the Agency’s Residential Housing Finance Bonds, [2020] [2021] Series 

[__][______][(Mortgage-Backed Securities Pass-Through Program)].] 

The Series Bonds are issuable in fully registered form.  The Series Bonds are issued in 

denominations of $[____] principal amount or integral multiples thereof of a single stated 

maturity. 

[The Series [___] Bonds [maturing on _______________] are required to be redeemed 

(unless previously purchased or redeemed) by the application of sinking fund installments on the 

dates and in the amounts specified pursuant to the Series Resolution, at a redemption price equal 

to the principal amount thereof plus accrued interest, without premium.] 

[All Series Bonds are subject to mandatory redemption on each Interest Payment Date, in 

whole or in part, at a price equal to the principal amount thereof to be redeemed plus accrued 

interest, without premium, in a principal amount equal to all principal repayments, including 

Prepayments, on the [2020][2021] [__] Program Securities purchased with proceeds of the Series 

Bonds on deposit in the Revenue Fund received during the immediately preceding calendar 

month, as further provided in the Series Resolution.] 

All Series Bonds are subject to (i) special redemption at any time at a price of par plus 

accrued interest, without premium, from unexpended proceeds of the Series Bonds not used to 

purchase Program Obligations and allocable amounts, if any, held in the 2020/2021 Series 

Accounts in the Debt Service Reserve Fund and Insurance Reserve Fund, and (ii) special 

redemption at any time at a price of par plus accrued interest, without premium, from Excess 

Revenues (as hereinafter defined) on deposit in the Revenue Fund.  “Excess Revenues,” for this 

purpose, means Revenues, including Prepayments, on deposit in the Revenue Fund received in 

excess of (i) the Principal Installments and interest from time to time due and payable on Bonds 

Outstanding under the Bond Resolution, (ii) amounts required by the provisions of series 

resolutions heretofore or hereafter adopted to be used for the mandatory redemption of certain 

Outstanding Bonds as specified in said series resolutions, (iii) amounts required to maintain the 

required balance in the Debt Service Reserve Fund and Insurance Reserve Fund, (iv) amounts 
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payable to a Swap Counterparty, and (v) amounts required to pay fees and other costs of the 

Agency in connection with the Program. 

All Series Bonds with stated maturities on or after _______ are also subject to 

redemption at the option of the Agency in whole or in part from any amounts available to the 

Agency for that purpose, on _________ and any date thereafter, at a redemption price equal to 

the principal amount thereof to be redeemed plus accrued interest, if any, to the date of 

redemption, without premium. 

Upon redemption of any of the Series Bonds, the maturities and amounts of the Series 

Bonds to be redeemed will be selected by the Agency in a manner determined to have no 

material adverse effect on its ability to pay when due the Principal Installments of and interest on 

all Bonds Outstanding under the Bond Resolution after the redemption. 

If less than all Series Bonds of a maturity are to be redeemed, the Trustee will select them 

at random.  Upon partial redemption of a Series Bond, a new Series Bond or Series Bonds will 

be delivered to the Owner without charge, representing the remaining amount Outstanding. 

Notice of any redemption of Series Bonds will be mailed, by first class mail, postage 

prepaid, to the last address on the registry books of the registered owner of any Series Bond, not 

less than 30 days before the redemption date.  Notice having been given, the Series Bonds or 

portions of Series Bonds specified will be due and payable at the specified redemption date and 

price, with accrued interest, and funds for that payment being held by or on behalf of the Trustee 

so as to be available therefor, interest thereon will cease to accrue, and those Series Bonds or 

portions thereof will no longer be considered Outstanding under the Bond Resolution.  Any 

failure to give that mailed notice, or defect therein, will not impair the validity of redemption of 

any Series Bond not affected by that defect or failure. 

The Agency has issued other Series of Bonds and the Bond Resolution authorizes 

additional Series of Bonds to be issued (collectively with the Series Bonds, the “Bonds”), all of 

which are secured by the pledge made and security interest granted therein, regardless of the 

times of issue or maturity, are of equal rank without preference, priority or distinction of any 

Bond of any Series over any other except as expressly provided or permitted in the Bond 

Resolution; subject to conditions specified in the Bond Resolution, including conditions that 

upon the issuance of each Series of Bonds (a) the amount held by the Trustee in the Debt Service 

Reserve Fund and Insurance Reserve Fund will be increased to an amount not less than their 

respective requirements effective after the issuance of the Bonds, and (b) each Rating Agency 

will confirm that issuance of a Series of Bonds will not impair then existing rating on the 

Outstanding Bonds. 

The Bond Resolution permits, with certain exceptions, the modification or amendment 

thereof and of the rights and obligations of the Agency and of the Owners of the Bonds 

thereunder, by a supplemental bond resolution adopted with the written consent, filed with the 

Trustee, of the Owners of at least a majority in principal amount of the Bonds Outstanding or 

affected by the amendment at the time the consent is given.  Any resolution will be binding upon 

the Agency and all Fiduciaries and Owners of Bonds at the expiration of thirty days after filing 

with the Trustee of proof of the mailing of notice that the required consent has been given.  
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Supplemental resolutions may also be adopted, effective immediately, for the purpose of adding 

restrictions on or covenants by or surrendering privileges of the Agency, authorizing additional 

Bonds, or making provisions affecting only Bonds not yet issued or reasonably necessary to 

assure that interest on an applicable Series of Bonds will be, or remains, excludable from gross 

income under the Code; and may also be adopted, effective upon consent of the Trustee, for the 

purpose of curing or correcting an ambiguity, omission, defect or inconsistency, or inserting 

provisions not inconsistent with the Bond Resolution, clarifying matters or questions arising 

under it, or for any other purpose as will not be, in the opinion of the Trustee, materially adverse 

to the security or other interests of the Bondowners.  Every Owner hereof is deemed by its 

purchase and retention of this Series Bond to consent to be bound by every supplemental 

resolution and every modification and amendment adopted in accordance with the provisions of 

the Bond Resolution, whether or not noted or endorsed hereon or incorporated herein. 

No Owner of any Series Bond may institute any suit, action or proceeding in equity or at 

law for the enforcement of any provision of the Bond Resolution or for the execution of any trust 

thereunder or for any other remedy thereunder except upon the conditions therein provided, but 

nothing therein affects or impairs the right of any Owner to enforce the payment of the principal 

of and interest on any Series Bonds held by that Owner, or the obligation of the Agency to pay 

the same at the time and place expressed in the Series Bonds. 

IT IS CERTIFIED AND RECITED that all acts, conditions and things required by the 

Constitution and laws of the State of Minnesota to exist, to happen and to be performed 

precedent to and in the issuance of the Series Bond in order to make it a valid and binding 

general obligation of the Agency in accordance with its terms do exist, have happened and have 

been performed in due form, time and manner as so required; that the issuance of the Series 

Bonds does not cause the indebtedness of the Agency to exceed any constitutional or statutory 

limitation; and that the opinion attached hereto is a full and correct copy of the legal opinion 

given by Bond Counsel with reference to the Series Bonds, dated the date of original issuance 

and delivery of the Series Bonds. 

As provided in the Bond Resolution and subject to certain limitations set forth therein, 

this Series Bond is transferable upon the books of the Agency at the designated corporate trust 

office of the Trustee, by the registered owner hereof in person or by the owner’s attorney duly 

authorized in writing, upon surrender hereof together with a written instrument of transfer 

satisfactory to the Trustee, duly executed by the registered owner or the owner’s duly authorized 

attorney and may also be surrendered in exchange for Series Bonds of other authorized 

denominations.  Upon the transfer or exchange the Agency will cause to be issued in the name of 

the transferee or owner a new Series Bond or Series Bonds of the same aggregate principal 

amount, maturity, interest rate and terms as the surrendered Series Bond, subject to 

reimbursement for any tax, fee or governmental charge required to be paid by the Agency or the 

Trustee with respect to the transfer. 

Notwithstanding any other provisions of this Series Bond, so long as this Series Bond is 

registered in the name of Cede & Co., as nominee of The Depository Trust Company, or in the 

name of any other nominee of The Depository Trust Company or other securities depository, the 

Trustee will pay all principal of, premium, if any, and interest on this Series Bond, and will give 

all notices with respect to this Series Bond, only to Cede & Co. or other nominee in accordance 
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with the operational arrangements of The Depository Trust Company or other securities 

depository as agreed to by the Agency. 

The Agency and the Trustee may deem and treat the person in whose name this Series 

Bond is registered upon the books of the Agency as the absolute owner hereof, whether this 

Series Bond is overdue or not, for the purpose of receiving payment of or on account of the 

principal, redemption price or interest and for all other purposes, and all payments so made to the 

registered owner or upon the owner’s order will be valid and effectual to satisfy and discharge 

the liability upon this Series Bond to the extent of the sum or sums so paid, and neither the 

Agency nor the Trustee will be affected by any notice to the contrary. 

Unless the Trustee’s Certificate hereon has been manually executed on behalf of the 

Trustee, this Series Bond will not be entitled to any benefit under the Bond and Series 

Resolution[s] or be valid or obligatory for any purpose. 

[Remainder of page intentionally left blank] 
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IN WITNESS WHEREOF, the Agency has caused this Series Bond to be executed by the 

facsimile signatures of its Chairperson and Commissioner, the Agency having no corporate seal. 

Date of Authentication:  ____________ 

Trustee’s Certificate 

This is one of the Series Bonds 

delivered pursuant to the Bond 

Resolution and Series Resolution[s] 

mentioned within. 

WELLS FARGO BANK,  

NATIONAL ASSOCIATION,  

as Trustee 

By      

Authorized Representative 

  

MINNESOTA HOUSING FINANCE AGENCY 

 

____________________________________ 

By:  (Facsimile Signature)  

Chairperson 

___________________________________ 

Attest:  (Facsimile signature) 

Commissioner 

 

Page 67 of 210



 

7 
4845-7551-5345.3  

ASSIGNMENT 

For value received, the undersigned hereby sells, assigns and transfers unto 

              

(please print or type name and address of transferee) 

the within Series Bond and all rights thereunder and does hereby irrevocably constitute and 

appoint          attorney to transfer the 

within Series Bond on the books kept for registration thereof, with full power of substitution in 

the premises. 

 

Dated:       

  

NOTICE:  The assignor’s signature to this 

assignment must correspond with the name as 

it appears upon the face of the within Series 

Bond in every particular, without alteration or 

enlargement or any change whatsoever. 

 

Signature Guaranteed: 

       

Signature(s) must be guaranteed by an 

“eligible guarantor institution” meeting the 

requirements of the Trustee, which 

requirements include membership or 

participation in STAMP or any other 

“signature guaranty program” as may be 

determined by the Trustee in addition to or in 

substitution for STAMP, all in accordance 

with the Securities Exchange Act of 1934, as 

amended. 

Please insert social security or other 

identifying number of assignee: 
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NEW ISSUE                                                                          RATINGS:  Moody’s:  “   ”   
                S&P:   “   ”  

   (See “Ratings” herein.) 
Minnesota Housing Finance Agency has prepared this Official Statement to provide information about the Series Bonds. 
Selected information is presented on this cover page for the convenience of the user. To make an informed decision regarding 
the purchase of the Series Bonds, a prospective investor should read all of this Official Statement. Capitalized terms used on 
this cover page have the meanings given in this Official Statement. 
 

 

$125,000,000* 
Minnesota Housing Finance Agency 

$       ,000* Residential Housing Finance Bonds, 2020 Series H (AMT)  
$       ,000* Residential Housing Finance Bonds, 2020 Series I (Non-AMT) 

 

Dated Date:  Date of Delivery Due:  As shown on inside front cover 

Tax Exemption  Interest on the 2020 Series H Bonds and the 2020 Series I Bonds (collectively, the “Series Bonds”) 
is not includable in gross income for federal income tax purposes or taxable net income of 
individuals, trusts and estates for state of Minnesota (the “State”) income tax purposes. (For 
additional information, including on the application of federal and state alternative minimum tax 
provisions to the Series Bonds, see “Tax Exemption and Related Considerations” herein.) 

Redemption and 
Tender 

 The Agency may redeem all or a portion of the Series Bonds by optional or special redemption, and 
must redeem a portion of the Series Bonds by mandatory sinking fund redemption, as described 
under “The Series Bonds” herein. 

Security  Payment of principal and interest on the Series Bonds is secured, on an equal basis with payment of 
principal and interest on all Outstanding Bonds that the Agency has issued, and may subsequently 
issue, under the Bond Resolution, by the Agency’s pledge of all Bond proceeds, Program 
Obligations, Investment Obligations, Revenues and other assets held under the Bond Resolution, 
except as otherwise expressly provided in the Bond Resolution or in a Series Resolution. The Series 
Bonds are also general obligations of the Agency, payable out of any of its generally available 
moneys, assets or revenues. The Agency has no taxing power. The State is not liable for the payment 
of the Series Bonds and the Series Bonds are not a debt of the State. (See “Security for the Bonds” 
herein.) 

Interest Payment 
Dates 

 January 1 and July 1, commencing July 1, 2021,* and, in respect of a Series Bond to be redeemed, 
the redemption date. 

Denominations  $5,000 or any integral multiple thereof. 

Closing/Settlement  December 23, 2020* through the facilities of DTC in New York, New York.  

Bond Counsel  Kutak Rock LLP. 

Underwriters’ 
Counsel 

 Dorsey & Whitney LLP. 

Trustee  Wells Fargo Bank, National Association, in Minneapolis, Minnesota. 

Book-Entry-Only 
System 

 The Depository Trust Company. See Appendix E hereto. 

The Series Bonds are offered when, as and if issued, subject to withdrawal or modification of the offer without notice and to 
the opinion of Kutak Rock LLP, Bond Counsel, as to the validity of, and tax exemption of interest on, the Series Bonds. 

    

RBC Capital Markets         

J.P. Morgan                                                  Piper Sandler & Co.                    Wells Fargo Securities 
The date of this Official Statement is __, 2020. 

 

__________________________ 
       *Preliminary; subject to change. 
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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND PRICES* 
 
 
 
 
 
 

2020 Series H Bonds (AMT)  
 

$,000* Serial Bonds 

Due* 
Principal 
Amount* 

Interest 
Rate CUSIP** Due* 

Principal 
Amount* 

Interest 
Rate CUSIP** 

            %               %  
        
        
        
        
        
        
        

Price of Serial Bonds — ___% 
 

 
 

2020 Series I Bonds (Non-AMT)  
 

$,000* Serial Bonds 

Due* 
Principal 
Amount* 

Interest 
Rate CUSIP** Due* 

Principal 
Amount* 

Interest 
Rate CUSIP** 

            %               %  
        
        
        
        
        

Price of Serial Bonds — ___% 
 

$,000*   ___% Term Bonds Due 1, * at ___% (CUSIP _________**) 
$,000*   ___% Term Bonds Due 1, * at ___% (CUSIP _________**) 
$,000*   ___% Term Bonds Due 1, * at ___% (CUSIP _________**) 
$,000*   ___% Term Bonds Due 1, * at ___% (CUSIP _________**) 

$,000*   ___% PAC Term Bonds Due 1, * at ___% (CUSIP _________**) 

 

 

 

 

 

_____________________________ 
*Preliminary, subject to change. 
**CUSIP numbers have been assigned by an organization not affiliated with the Agency and are included for the 

convenience of the owners of the Series Bonds. The Agency is not responsible for the selection or uses of these CUSIP numbers, 
nor is any representation made as to their correctness on the Series Bonds or as indicated above. A CUSIP number for a specific 
maturity may be changed after the issuance date. CUSIP® is a registered trademark of the American Bankers Association. 
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Neither Minnesota Housing Finance Agency nor any of the Underwriters has authorized any dealer, broker, 
salesperson or other person to give any information or representations, other than those contained in this Official 
Statement. Prospective investors must not rely on any other information or representations as being an offer to buy. 
No person may offer or sell Series Bonds in any jurisdiction in which it is unlawful for that person to make that 
offer, solicitation or sale. The information and expressions of opinion in this Official Statement may change without 
notice. Neither the delivery of the Official Statement nor any sale of the Series Bonds will, under any circumstances, 
imply that there has been no change in the affairs of the Agency since the date of this Official Statement. 

This Official Statement contains statements that, to the extent they are not recitations of historical fact, 
constitute “forward-looking statements.” In this respect, the words “estimate,” “intend,” “expect,” and similar 
expressions are intended to identify forward-looking statements. A number of important factors affecting the 
Agency, its Program and the Series Bonds could cause actual results to differ materially from those contemplated in 
the forward-looking statements. 

The Underwriters have reviewed the information in this Official Statement in accordance with, and as a 
part of, their respective responsibilities under the federal securities laws as applied to the facts and circumstances of 
this transaction, but the Underwriters do not guarantee the accuracy or completeness of the information. 

In connection with this offering, the Underwriters may over-allot or effect transactions that stabilize or 
maintain the market price of the Series Bonds at a level above that which might otherwise prevail in the open 
market. This stabilizing, if commenced, may be discontinued. 

NO FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY HAS 
RECOMMENDED THESE SECURITIES. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT 
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

         

TABLE OF CONTENTS 
Page 
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THE AGENCY ............................................................................................................................................................ 6 
ESTIMATED SOURCES AND USES OF FUNDS ................................................................................................. 16 
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THE RESIDENTIAL HOUSING FINANCE PROGRAM ....................................................................................... 27 
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APPENDIX A-1  AUDITED FINANCIAL STATEMENTS OF THE AGENCY FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
APPENDIX A-2  FINANCIAL STATEMENTS OF CERTAIN FUNDS OF THE AGENCY (EXCLUDING STATE APPROPRIATED AND 

FEDERAL APPROPRIATED FUNDS) AS OF SEPTEMBER 30, 2020 AND FOR THE THREE MONTHS THEN 
ENDED (UNAUDITED) 

APPENDIX B  SUMMARY OF CONTINUING DISCLOSURE UNDERTAKING 
APPENDIX C  SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION 
APPENDIX D  MORTGAGE INSURANCE PROGRAMS AND STATE LAWS AFFECTING FORECLOSURES 
APPENDIX E  BOOK-ENTRY-ONLY SYSTEM 
APPENDIX F  FORM OF OPINION OF BOND COUNSEL 
APPENDIX G  CERTAIN INFORMATION RELATING TO THE RHFB WHOLE LOAN MORTGAGE PORTFOLIO 
APPENDIX H  CERTAIN INFORMATION RELATING TO LIQUIDITY FACILITIES FOR CERTAIN OUTSTANDING BONDS 
APPENDIX I  CERTAIN INFORMATION RELATING TO GNMA, FANNIE MAE, FREDDIE MAC AND CERTAIN PROGRAM 

SECURITIES AND THE MASTER SERVICER 
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OFFICIAL STATEMENT 
relating to 

$125,000,000* 
MINNESOTA HOUSING FINANCE AGENCY 
RESIDENTIAL HOUSING FINANCE BONDS, 

2020 SERIES H AND 2020 SERIES I 

 

This Official Statement (which includes the cover page, inside front cover and Appendices) provides 
certain information concerning the Minnesota Housing Finance Agency (the “Agency”), and its Residential Housing 
Finance Bonds, 2020 Series H (the “2020 Series H Bonds”), and 2020 Series I (the “2020 Series I Bonds,” and 
collectively with the 2020 Series H Bonds, the “Series Bonds”). The Agency is issuing the Series Bonds pursuant to 
Minnesota Statutes, Chapter 462A, as amended (the “Act”), a resolution of the Agency adopted as amended and 
restated on August 24, 1995, and as further amended and supplemented in accordance with its terms (the “Bond 
Resolution”), and series resolutions of the Agency adopted on May 28, 2020 and        , 2020 (the “2020 Series 
Resolutions”). (The Bond Resolution and the 2020 Series Resolutions are herein sometimes referred to as the 
“Resolutions.”)  

The Residential Housing Finance Bonds Outstanding in the aggregate principal amount of 
$[1,662,575,000] as of November 30, 2020 under the Bond Resolution, and any additional Residential Housing 
Finance Bonds hereafter issued pursuant to the Bond Resolution, including the Series Bonds (collectively referred to 
as the “Bonds”), are and will be equally and ratably secured under the Bond Resolution (except as otherwise 
expressly provided therein or in a Series Resolution). 

The Resolutions include definitions of capitalized terms used in this Official Statement, some of which are 
reproduced in Appendix C. The summaries and references in this Official Statement to the Act, the Resolutions and 
other documents are only outlines of certain provisions and do not summarize or describe all the provisions thereof. 
All references in this Official Statement to the Act and the Resolutions are qualified in their entirety by the complete 
text of the Act and the Resolutions, copies of which are available from the Agency. All references to the Series 
Bonds are qualified in their entirety by the complete form thereof and the provisions in the Resolutions establishing 
the terms of the Series Bonds. 

INTRODUCTION 

The Agency is a public body corporate and politic, constituting an agency of the state of Minnesota (the 
“State”). The Act authorizes the Agency to issue bonds for the purpose, among other purposes, of purchasing, 
making or otherwise participating in the making of long-term mortgage loans to persons and families of low and 
moderate income for the purchase of residential housing upon the determination by the Agency that those loans are 
not otherwise available from private lenders upon equivalent terms and conditions. 

Since its creation in 1971, the Agency has issued bonds to purchase single family mortgage loans, to 
purchase home improvement loans and to finance multifamily developments. In addition to financing loans through 
the issuance of debt, the Agency finances grants and loans through State and federal appropriations and its 
Alternative Loan Fund in the Bond Resolution. Please refer to the information in the notes to the financial 
statements included in Appendix A-1 to this Official Statement at pages 63 and 64 under the heading “Net Position 
— Restricted by Covenant.” 

 
 

* Preliminary; subject to change. 
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The global outbreak of the coronavirus COVID-19 (“COVID-19”) and measures taken by federal, state and 
local governments in response thereto are impacting individuals and businesses in a manner that to an unknown 
extent will have negative effects on economic activity across the country and the State, including mortgage loan 
repayments.  For descriptions of certain of these measures, their impacts on the Agency and the Agency’s responses, 
see “The Agency—COVID-19 Economic Disruption” herein.   

Prior to the fall of 2009, the Agency implemented its single-family mortgage lending program by 
purchasing “whole loans” from lenders and financing purchases of the loans with proceeds of its bonds. In 
September 2009, the Agency began acquiring mortgage-backed securities guaranteed as to timely payment of 
principal and interest by a Federal Mortgage Agency (as defined in the Resolutions, “Program Securities”) instead of 
directly acquiring mortgage loans from lenders. (See “‘MBS’ Model.”) 

The Agency is issuing the Series Bonds to provide money, from proceeds of the Series Bonds and from 
available funds associated with certain other outstanding single family mortgage bonds to be refunded by the Series 
Bonds, to be used, along with certain contributed funds of the Agency, to continue its Program by purchasing 
Program Securities guaranteed as to timely payment of principal and interest by the Government National Mortgage 
Association (“GNMA Securities”), the Federal National Mortgage Association (“Fannie Mae Securities”) or the 
Federal Home Loan Mortgage Corporation (“Freddie Mac Securities”) and backed by pools of mortgage loans 
(“Program Loans”), that certain mortgage lending institutions (the “Lenders”) have made to qualified persons or 
families of low and moderate income to finance the purchase of single-family residences in Minnesota. Program 
Securities guaranteed by the Federal National Mortgage Association (“Fannie Mae”) and the Federal Home Loan 
Mortgage Corporation (“Freddie Mac”) may also include Uniform Mortgage-Backed Securities (“UMBS”). (See 
“The Residential Housing Finance Program—Uniform Mortgage-Backed Securities.”) Each Program Loan must be 
(i) insured by the Federal Housing Administration (the “FHA”) of the United States Department of Housing and 
Urban Development (“HUD”) pursuant to the National Housing Act of 1934, as amended (the “Housing Act”), (ii) 
guaranteed by the Veterans Administration (“VA”) pursuant to the Servicemen’s Readjustment Act of 1944, as 
amended, (iii) guaranteed by USDA Rural Development (formerly Rural Economic and Community Development) 
(“USDA Rural Development”), under its Guaranteed Rural Housing Loan Program, or (iv) insured by private 
mortgage insurance issued by an entity acceptable to Fannie Mae or Freddie Mac or have certain loan-to-value ratios 
or other characteristics acceptable to Fannie Mae or Freddie Mac.  

Payment of principal and interest on the Series Bonds is secured, on an equal basis with payment of 
principal and interest on all Outstanding Bonds that the Agency has issued, and may subsequently issue, under the 
Bond Resolution (except as otherwise expressly provided therein or in a Series Resolution), by the Agency’s pledge 
of all Program Obligations, Investment Obligations, Revenues and other assets held and received by the Agency 
pursuant to the Bond Resolution. Under the Bond Resolution, the Agency is authorized to acquire Program 
Obligations in connection with Housing, which is defined to include single family loans, home improvement loans, 
multifamily loans and other housing related loans, and to secure those loans in the manner as the Agency 
determines, which would include first mortgage loans, subordinate mortgage loans or loans that are unsecured. The 
Program Obligations acquired with the proceeds of Bonds have primarily consisted of Program Loans comprising 
single family housing loans secured by first or subordinate mortgages. In addition, the Agency has financed certain 
home improvement loans as Program Obligations by a single Series of Bonds issued under the Bond Resolution. 
The Agency intends to apply certain proceeds of the Series Bonds to acquire Program Securities backed by 
qualifying single family first mortgage loans. The Agency does not currently anticipate that future Series of Bonds 
issued under the Bond Resolution will finance Program Obligations other than Program Securities backed by single 
family loans or certain home improvement loans. (See “Security for the Bonds” and “Appendix C – Summary of 
Certain Provisions of the Bond Resolution.”) 

The Series Bonds are also general obligations of the Agency payable from any of its moneys, assets or 
revenues, subject only to the provisions of other resolutions or indentures now or hereafter pledging and 
appropriating particular moneys, assets or revenues to particular notes or bonds, or State or federal laws or 
restrictions that provide that particular funds must be applied for a specified purpose. The net position of the General 
Reserve and the Alternative Loan Fund is legally available if needed to pay debt service on any obligations of the 
Agency, including the Series Bonds. (See “The Agency—Net Position Restricted By Covenant and Operations to 
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Date—General Reserve; Alternative Loan Fund.”) (For purposes of the Resolutions, the General Reserve is 
designated as the “General Reserve Account.”) 

Although the State has appropriated amounts to the Agency for various specific purposes (see “The Agency 
—State Appropriations”), the Agency generally pays its general and administrative expenses from certain interest 
earnings and fees charged in connection with its bond-funded programs. For programs funded through State 
appropriations, the Agency recovers the costs of administering the programs from those appropriations only to the 
extent of interest earnings on the appropriations. The appropriations are not available to pay debt service on the 
Bonds. 

The Agency has no taxing power. Neither the State nor any political subdivision thereof is or will be 
obligated to pay the principal or redemption price of or interest on the Series Bonds and neither the faith and 
credit nor the taxing power of the State or any political subdivision thereof is pledged to that payment. 

THE AGENCY 

Purpose 

The Agency was created in 1971 by the Act as a public body corporate and politic, constituting an agency 
of the State, in response to legislative findings that there existed in Minnesota a serious shortage of decent, safe, and 
sanitary housing at prices or rentals within the means of persons and families of low and moderate income, and that 
the then present patterns of providing housing in the State limited the ability of the private building industry and the 
investment industry to produce that housing without assistance and resulted in a failure to provide sufficient long-
term mortgage financing for that housing. 

Structure 

Under the Act, the membership of the Agency consists of the State Auditor and six public members 
appointed by the Governor with the advice and consent of the Senate for terms of four years. Pursuant to the Act, 
each member continues to serve until a successor has been appointed and qualified. The Chair of the Agency is 
designated by the Governor from among the appointed public members. Pursuant to State law, the State Auditor 
may delegate duties and has delegated her duties as a member of the Agency in the event that the Auditor is unable 
to attend a meeting of the Agency. 

The present members of the Agency, who serve without compensation (except for per diem allowance and 
expenses for members not otherwise compensated as public officers), are listed below. 

John DeCramer, Chair — Term expires January 2024, Marshall, Minnesota – Magnetics Engineer  

The Honorable Julie Blaha — Ex officio, St. Paul, Minnesota – State Auditor 

Melanie Benjamin, Member — Term expires January 2021, Onamia, Minnesota – Consultant 

Craig Klausing, Member — Term expires January 2023, Roseville, Minnesota – Attorney 

Stephanie Klinzing, Member — Term expires January 2023, Elk River, Minnesota – Writer and Publisher  

Stephen Spears, Member — Term expires January 2022, Plymouth, Minnesota – Banker 

Terri Thao, Vice Chair — Term expires January 2024, St. Paul, Minnesota – Program Director 
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Staff 

The staff of the Agency presently consists of approximately 265 persons, including professional staff 
members and contractors who have responsibilities in the fields of finance, law, mortgage underwriting, 
architecture, construction inspection and housing management. The Attorney General of the State provides certain 
legal services to the Agency. 

The Commissioner is appointed by the Governor. The Act authorizes the Commissioner of the Agency to 
appoint the permanent and temporary employees as the Commissioner deems necessary subject to the approval of 
the Commissioner of Management and Budget. 

The principal officers and staff related to the Program are as follows: 

Jennifer Ho — Commissioner-Designee, appointed effective January 2019. When Governor Tim Walz 
took office on January 7, 2019, Ms. Ho was appointed Commissioner and has all of the powers and will perform all 
of the duties of the office. The appointment of Ms. Ho as Commissioner must be confirmed by the advice and 
consent of the state of Minnesota Senate. Prior to her appointment, Ms. Ho was the Senior Policy Advisor for 
Housing and Services at the U.S. Department of Housing and Urban Development during the Obama 
Administration. Prior to that, she served as deputy director at the United States Interagency Council on 
Homelessness (USICH), shepherding the creation of Opening Doors, the nation’s first-ever comprehensive federal 
plan to prevent and end homelessness. Ms. Ho worked with former First Lady Michelle Obama to launch the 
Mayors Challenge to End Veteran Homelessness that resulted in reducing the number of veterans experiencing 
homelessness on any night by nearly half. In 1999, as Executive Director of Hearth Connection, a Minnesota non-
profit, she began her work to end homelessness by managing a nationally-recognized demonstration project on 
supportive housing and long-term homelessness for single adults, youth and families in Ramsey and Blue Earth 
counties. Ms. Ho oversaw the replication of that project in 34 additional counties in partnership with the Fond du 
Lac, Bois Fort and Grand Portage Tribal Bands. She has served on the Boards of Directors for West Side 
Community Health Services in St. Paul, and nationally for the Corporation for Supportive Housing and the Melville 
Charitable Trust. Ms. Ho received a Bachelor of Arts Degree in philosophy from Bryn Mawr College.  

Rachel Robinson — Deputy Commissioner, appointed March 2019. Prior to this position, Ms. Robinson 
was Fund Manager for the NOAH Impact Fund, a subsidiary of the Greater Minnesota Housing Fund, a certified 
Community Development Financial Institution, from 2016 to 2019, responsible for securing investment 
commitments, structuring transactions, developing investor and partner relations, and ensuring that social impact 
goals and compliance requirements were met. She has worked in affordable housing development and finance for 
over 15 years, including with CommonBond Communities from 2011 to 2015, where as Vice President she 
developed and led enterprise asset management systems, and as Senior Housing Development Manager from 2008 
to 2011. Ms. Robinson was also Director of Property Development at Artspace Projects, Inc. from 2015 to 2016. She 
holds a Master’s degree in Urban and Regional Planning from the University of  Minnesota Humphrey School of 
Public Affairs and a Bachelor of Arts degree in Urban Studies from Macalester College, St. Paul, Minnesota. 

Kevin Carpenter — Chief Financial Officer, appointed effective March 2016. In this position, Mr. 
Carpenter leads the finance and accounting teams of the Agency and provides strategic direction regarding the 
organization’s financial resources.  Prior to this position, Mr. Carpenter was the Chief Financial Officer at the City 
of Minneapolis from May 2011 to November 2015, and also had significant tenure in various senior financial and 
operating positions at RBC Capital Markets, LLC.  He previously was an investment banker at RBC Capital 
Markets, LLC and at Lehman Brothers.  Mr. Carpenter earned a Master’s Degree in Business Administration from 
Harvard University Business School and a Bachelor of Arts degree in Government from Dartmouth College. 

Debbi Larson — Director of Finance appointed effective December 2019. Ms. Larson was Controller and 
Director of Financial Operations for the Agency from August 2015 to December 2019. Prior to that position, she 
was Director of Finance and Information Technology for a subsidiary of Taylor Corporation and responsible for 
domestic and international locations and, prior to that, was the Chief Financial Officer for a division of the 
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Minnesota Department of Corrections. Ms. Larson previously held various accounting positions of increasing 
responsibility. Ms. Larson holds a Bachelor of Science degree with a concentration in Accounting from the 
University of Phoenix, and an MMBA (accelerated MBA program) Executive Leadership certification from the 
University of St. Thomas.  

Anne Smetak — General Counsel, appointed effective June 2020. Ms. Smetak has been a member of the 
Agency’s legal team since April 2016 and served as Deputy General Counsel for the Agency from July 2019 to June 
2020.  Her experience prior to joining the Agency includes corporate litigation, affordable housing preservation as a 
legal services attorney, and clinical teaching roles at the Washington College of Law and The George Washington 
University School of Law.  Ms. Smetak earned a law degree and a Master of Laws degree from The George 
Washington University School of Law and holds a Bachelor of Arts degree in Political Science from Kenyon 
College.  

Kasey Kier — Assistant Commissioner, Single Family Division appointed effective December 2014.  Ms. 
Kier’s previous experience with the Agency includes Single Family Business Operations Manager from August 
2012 to December 2014, Low Income Housing Tax Credit Program Manager from 2005 to 2012, Multifamily 
Housing Program Professional from 2000 to 2005 and various positions in the Single Family Division with 
increasing responsibility from 1994 to 2000.  Prior to that, Ms. Kier held positions at Prudential Home Mortgage and 
ITT Financial Corporation.  Ms. Kier holds a Bachelor of Arts Degree in Business Management and Management 
Information Systems from Augsburg College, Minneapolis, Minnesota.  Ms. Kier is a graduate of the Mortgage 
Bankers Association School of Mortgage Banking and holds the Accredited Mortgage Professional (AMP) specialist 
designation.  Ms. Kier also holds Project Management Professional (PMP) certification through the Project 
Management Institute and Housing Development Finance Professional certification through the National 
Development Council. 

The Agency’s offices are located at 400 Wabasha Street North, St. Paul, Minnesota 55102, and its general 
telephone number is (651) 296-7608. The Agency’s Investor Relations Representative may be reached at the 
Agency’s general telephone number. The Agency’s website address is http://www.mnhousing.gov. No portion of the 
Agency’s website is incorporated into this Official Statement. 

Independent Auditors 

The financial statements of the Agency as of and for the year ended June 30, 2020, included in this Official 
Statement as Appendix A-1, have been audited by RSM US LLP, independent auditors, as stated in their report 
appearing herein.  RSM US LLP has not been engaged to perform, and has not performed, any procedures on the 
financial statements after June 30, 2020. RSM US LLP also has not performed any procedures relating to this 
Official Statement. 

Financial Statements of the Agency 

The Agency financial statements included in this Official Statement as Appendix A-1 as of and for the 
fiscal year ended June 30, 2020 are presented in combined “Agency-wide” form followed by “fund” financial 
statements presented for its major funds in order to comply with the requirements of Statement No. 34 of the 
Governmental Accounting Standards Board.   

Information regarding the Minnesota State Retirement System (“MSRS”), to which the Agency contributes, 
is included in Appendix A-1 in the Notes to Financial Statements at pages 65 through 67 under the heading “Defined 
Benefit Pension Plan.”  The Agency’s allocable portion of net pension liability reported at June 30, 2020 with 
respect to MSRS is $10.412 million. 

In Appendix A-2 to this Official Statement, the Agency has included certain unaudited financial statements 
of the Agency (excluding State Appropriated and Federal Appropriated Funds) as of and for the three months ended 
September 30, 2020. The Agency has prepared the information in Appendix A-2 and, in the opinion of the Agency, 
that information reflects all normal recurring adjustments and information necessary for a fair statement of the 
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financial position and results of operations of the Agency (excluding State and Federal Appropriated Funds) for the 
period, subject to year-end adjustments. The information in Appendix A-2 is not accompanied by a statement from 
the independent auditors. 

Disclosure Information 

The Agency will covenant in a Continuing Disclosure Undertaking for the benefit of the Owners and 
Beneficial Owners (as defined in Appendix B hereto) of the Series Bonds to provide annually certain financial 
information and operating data relating to the Agency (the “Agency Annual Report”) and to provide notices of the 
occurrence of certain enumerated events. (There is no other obligated person under the Continuing Disclosure 
Undertaking.) The Agency must file the Agency Annual Report no later than 120 days after the close of each fiscal 
year, commencing with the fiscal year ending June 30, 2021, with the Municipal Securities Rulemaking Board, at its 
EMMA internet repository. The Agency also must file notices of the occurrence of the enumerated events, if any, 
with EMMA. (See “Appendix B — Summary of Continuing Disclosure Undertaking.”)  

During the prior five years, certain disclosure reports filed with EMMA were not timely linked to all 
outstanding CUSIPs for the associated bonds of the Agency, including (a) the timely filed Agency Annual Report 
for its fiscal year ended June 30, 2015 was not specifically linked to the CUSIP for the Agency’s Homeownership 
Finance Bonds, 2015 Series C and one of the CUSIPs for the Agency’s Residential Housing Finance Bonds, 2015 
Series C, and (b) the timely filed State of Minnesota Comprehensive Annual Financial Report and Annual Financial 
Information and Operating Data for the year ended June 30, 2015 was not specifically linked to multiple CUSIPs 
relating to the Agency’s State Appropriation Bonds (Housing Infrastructure), 2014 Series A. 

The specific nature of the information to be contained in the Agency Annual Report or the notices of 
events, and the manner in which these materials are to be filed, are summarized in “Appendix B — Summary of 
Continuing Disclosure Undertaking.” The Agency has made these covenants to assist the Underwriters in complying 
with SEC Rule 15c2-12(b)(5) (the “Rule”). 

In addition to the information required by the Continuing Disclosure Undertaking, the Agency also uses its 
best efforts to prepare a quarterly disclosure report for each of its single family bond resolutions (including the Bond 
Resolution) and a semiannual disclosure report for its rental housing bond resolution. Recent reports are available at 
the Agency’s website at http://www.mnhousing.gov/investors, but no information on the Agency’s website is 
incorporated into this Official Statement. The Agency is also committed to providing appropriate credit information 
as requested by any rating agency rating the Bonds at the Agency’s request. 

Net Position Restricted By Covenant and Operations to Date—General Reserve; Alternative Loan Fund 

In addition to its bond funds pledged to the payment of particular bonds by bond resolutions of the Agency, 
the Agency has also established certain other funds that it has restricted by covenant. Currently, the restricted funds 
are the General Reserve and the Alternative Loan Fund. The General Reserve contains the Housing Endowment 
Fund (also referred to as “Pool 1”) and the Agency’s net investment in capital assets. The Alternative Loan Fund, 
which is held under the Bond Resolution but is not pledged to pay the Bonds, comprises the Housing Investment 
Fund (also referred to as “Pool 2”) and the Housing Affordability Fund (also referred to as “Pool 3”). The net 
position of the General Reserve and the Alternative Loan Fund is not pledged to the payment of the Bonds or any 
other debt obligations of the Agency but, to the extent funds are available therein, are generally available to pay any 
debt obligations of the Agency, including the Bonds. 

Subject to the restrictions in the Bond Resolution and its other bond resolutions, the Agency may withdraw 
excess assets from bond funds held thereunder. To the extent the Agency withdraws excess assets from bond funds, 
the Agency has pledged to deposit those excess assets in the General Reserve or the Alternative Loan Fund, except 
for any amounts as may be necessary to reimburse the State for money appropriated to restore a deficiency in any 
debt service reserve fund. 
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The Agency has further covenanted that it will use the money in the General Reserve and the Alternative 
Loan Fund only to administer and finance programs in accordance with the policy and purpose of the Act.  This 
includes creating reserves for the payment of bonds and for loans made from the proceeds thereof, and accumulating 
and maintaining a balance of funds and investments as will be sufficient for that purpose. To ensure that assets 
available in the General Reserve and the Alternative Loan Fund provide security for the Agency’s bondowners as 
covenanted in the bond resolutions, the Agency has established investment guidelines for Pools 1 and 2. The 
investment guidelines are subject to change by the Agency from time to time in its discretion. 

Under the net position requirements and investment guidelines effective January 23, 2014, the required size 
of Pool 1 (which is intended to be a liquidity reserve) is 1 percent of gross loans receivable (excluding mortgage-
backed securities, appropriated loans and loans credited to Pool 3) and the required size of Pool 2 is an amount that 
would cause the combined net position (exclusive of unrealized gains and losses resulting from marking to market 
investment securities, including mortgage-backed securities, and swaps entered into by the Agency for which the 
unrealized loss or gain will not be realized if the security or swap is held to maturity or its optional termination date; 
and realized gains and losses resulting from the purchase and sale of investment securities between Agency funds) in 
the General Reserve, in Pool 2, and in the funds pledged under bond resolutions to be at least equal to the combined 
net position of the same funds as of the immediately preceding fiscal year end. Currently, this amount is $808.448 
million, representing the combined net position of these funds so calculated as of June 30, 2020. Pool 2 is intended 
to comprise amortizing interest-bearing housing loans or investment grade securities. Pool 1 and Pool 2 represent, 
with assets pledged to pay bonds of the Agency, the sustainable lending operations of the Agency. Pool 3 represents 
the more mission-intensive operations of the Agency and is intended to comprise deferred, zero percent and low 
interest-rate loans and grants and, for unapplied funds, investment grade securities. Pool 3 is not subject to the 
investment guidelines. Loan activity related to loans financed by funds in Pool 2 and Pool 3 is recorded as part of 
the Alternative Loan Fund. The Agency approves all interfund transfers. A further discussion of Pools 1, 2 and 3 and 
the amounts credited thereto as of June 30, 2020 appears in the Notes to Financial Statements of the Agency 
included in Appendix A-1 to this Official Statement at pages 63 and 64 under the heading “Net Position — 
Restricted by Covenant.” 

 

 

 

[The remainder of this page is intentionally left blank]  
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The following summary indicates the revenues earned, the expenses paid, and funds transferred to and from 
the General Reserve (which contains Pool 1 and net investment in capital assets), for the two most recent audited 
fiscal years of the Agency (in thousands):  

 
 

  
 

Fiscal Year 
Ended 

June 30, 2020 

 

 
 

Fiscal Year 
Ended 

June 30, 2019 

 

Revenues     

 Fees earned and other income(1)             $12,971   $11,212   
 Interest earned on investments                    590  704   
    Unrealized gain (loss) on investments                       --         --   
    Administrative reimbursement(2), (3)               31,336   27,730  
     Total revenues  44,897   39,646  
     
Expenses     
 Salaries and benefits               30,283    15,117  
 Other general operating expenses                 6,900   5,359  
    Total expenses               37,183  20,476  
     
Revenues over expenses   7,714   19,170  
     
Non-operating transfer of assets between funds(4)               (9,876)  (19,320)   
     
Change in net position   (2,162)  (150)   
Net position beginning of period               14,469             14,619  
Net position end of period             $12,307    $14,469  
     
     

(1) Fees earned consist primarily of fees collected in conjunction with the administration of the low income housing tax credit 
program and HUD contract administration of certain non-Agency financed Section 8 developments. 

(2) The Agency transfers bond funds to the General Reserve for administrative reimbursement in accordance with the 
Agency’s Affordable Housing Plan based on the adjusted assets of the bond funds. Adjusted assets are defined generally as 
total assets (excluding the reserve for loan loss), unrealized gains or losses on investments (including mortgage-backed 
securities and interest rate swap agreements), deferred loss on interest rate swap agreements and assets relating to escrowed 
debt. 

(3) Reimbursement from appropriated accounts consists of the portion of direct and indirect costs of administering the 
programs funded by the appropriations. The Agency recovers costs associated with administering State appropriations only 
to the extent of interest earnings on the appropriations. Costs associated with administering federal appropriations generally 
are recovered from the appropriations. 

(4) The Agency may transfer excess assets from bond funds to the General Reserve to the extent permitted by the resolution or 
indenture securing bonds of the Agency. In addition, the Agency may transfer funds in excess of the requirement for Pool 1 
from the General Reserve to the Alternative Loan Fund. See the comments under the headings “Interfund Transfers” and 
“Net Position Restricted by Covenant” in the Notes to Financial Statements of the Agency in Appendix A-1 to this Official 
Statement for additional information. 
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State Appropriations 

Over the years, the State Legislature has appropriated funds to the Agency to be used for low interest loans, 
grants, programs for low and moderate income persons and families and other housing related program costs. The 
Agency generally does not pay its general or administrative expenses from appropriated funds, although it can 
recover its allocable costs of administering State appropriations from investment earnings thereon. The State 
Legislature has appropriated funds to the Agency for its programs in every biennium since 1975. The Agency has 
expended or committed most of the appropriations.  

Over the biennial periods ended June 30, 2013, 2015, 2017 and 2019, the total appropriations to the Agency 
aggregated approximately $392 million. For the biennium ending June 30, 2021, the Legislature has appropriated 
approximately $120.6 million to the Agency, including an increase of approximately 9.5 percent to the Agency’s 
base budget for State appropriations. 

The appropriations are not available to pay debt service on the Bonds. 

Agency Indebtedness  

The principal amount of bonds and notes of the Agency that are outstanding at any time (excluding the 
principal amount of any refunded bonds and notes) is limited to $5,000,000,000 by State statute. The following table 
lists the principal amounts of general obligation indebtedness of the Agency outstanding as of November 30, 2020 
[UPDATE]:  

  
Number of 

Series*  
Final 

Maturity  

Original Principal 
Amount* 

(in thousands)  

Principal Amount 
Outstanding 

(in thousands) 
Rental Housing Bonds ...................................   9  2049  $     43,000  $     39,615 
Residential Housing Finance Bonds ..............   52  2050  2,540,795  1,662,575 
Homeownership Finance Bonds ....................   62  2050  2,610,059  1,631,501  
Multifamily Housing Bonds (Treasury HFA 
  Initiative)  ....................................................  

  
1 

  
2051 

  
15,000 

  
13,200 

          Totals ...................................................   124    $5,208,854  $3,346,891 
     
 *Does not include series of bonds or the original principal amount of any bonds that had been, as of November 30, 
2020, defeased or paid in full, whether at maturity or earlier redemption. 

The payment of principal of and interest on general obligations of the Agency as shown above may be 
made, if necessary, from the General Reserve or the Alternative Loan Fund. (See “Net Position Restricted By 
Covenant and Operations to Date—General Reserve; Alternative Loan Fund” above.) 

The Agency has entered into liquidity facilities and interest rate swap agreements in respect of its 
outstanding Bonds that bear interest at a variable rate and are subject to optional and mandatory tender. Certain 
information related to those liquidity facilities is included in Appendix H – Certain Information Relating to 
Liquidity Facilities for Bonds Outstanding and certain other information related to variable rate bonds and swap 
agreements is included in the notes to the audited financial statements contained in Appendix A-1 to this Official 
Statement and in the unaudited financial statements contained in Appendix A-2 to this Official Statement. The 
Agency does not make any representation as to the creditworthiness of any provider or counterparty on facilities and 
agreements relating to its variable rate bonds. 

Certain of the swap agreements obligate the Agency to make periodic fixed rate payments and entitle the 
Agency to receive periodic payments based on the United States dollar-denominated London Interbank Offered Rate 
(“USD LIBOR”). In 2017, the Financial Conduct Authority, a United Kingdom regulatory body which supervises 
USD LIBOR’s administrator, stated that it would not attempt to persuade or compel panel banks that currently 
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submit interest rate information used in the setting of USD LIBOR rates to continue to do so after December 31, 
2021. The Federal Reserve System and the Federal Reserve Bank of New York (the “NY Fed”) convened its 
Alternative Reference Rate Committee (“ARRC”) in 2014, consisting of public and private United States capital 
market participants, to identify alternative reference rates as an alternative to USD LIBOR, identify best practices 
for contract robustness in the interest rate market, and create an implementation plan to support an orderly adoption 
of new references rates. The ARRC is currently attempting to address issues related to the anticipated transition 
from reliance upon USD LIBOR for various market sectors. With respect to derivative agreements, ARRC is 
proceeding in conjunction with the International Swap Dealer’s Association (“ISDA”). Each of the NY Fed and 
ISDA has made certain information concerning their respective activities relating to USD LIBOR and alternative 
reference rates on their respective websites. There can be no assurance as to the timing or outcome of these and 
other USD LIBOR-related regulatory developments, or as to the effects of market reaction to such developments. It 
is possible that such regulatory developments, or that a cessation of USD LIBOR publication, might affect the 
determination of certain scheduled and, if applicable, termination payment obligations upon those derivatives 
agreements. 

In 2009, the Agency issued $13,270,000 in aggregate principal amount of its Nonprofit Housing Bonds 
(State Appropriation), Series 2009, to finance permanent supportive housing in two different multifamily housing 
developments. In 2011, the Agency issued $21,750,000 in aggregate principal amount of its Nonprofit Housing 
Bonds (State Appropriation), Series 2011, to finance permanent supportive housing in five additional multifamily 
housing developments. Both series of bonds were issued under a separate indenture of trust, are not general 
obligations of the Agency and are not payable from any funds or assets of the Agency other than the appropriations 
the Agency expects to receive from the State General Fund pursuant to a standing appropriation made by the 
Legislature in 2008. 

From time to time, beginning in 2012, the Legislature has authorized the Agency to issue housing 
infrastructure bonds (the “Housing Infrastructure Bonds”) for various purposes payable, like the Nonprofit Housing 
Bonds, solely from a standing appropriation from the State General Fund and not from any other funds or assets of 
the Agency. The aggregate principal amount of Housing Infrastructure Bonds that the Agency may issue is 
$415,000,000.  The Agency has issued 23 series of its State Appropriation Bonds (Housing Infrastructure) in 2013 
through 2020 in an aggregate principal amount of $290,330,000 under a separate indenture of trust. 

On November    , 2020, the Agency issued its Amended and Restated Bank Note (the “Amended Bank 
Note”) to Royal Bank of Canada (the “Bank”), pursuant to a Revolving Credit Agreement dated as of June 1, 2018, 
as amended by a First Amendment to Revolving Credit Agreement dated as of October 28, 2019, a Second 
Amendment to Revolving Credit Agreement dated as of November 22, 2019 and a Third Amendment to Revolving 
Credit Agreement dated as of November    , 2020  (the “Amended Revolving Credit Agreement”), and as further 
amended from time to time, for the purpose of preserving current private activity bond volume cap by refunding the 
maturing principal or redemption price, as the case may be, of portions of Bonds and Homeownership Finance 
Bonds previously issued by the Agency (collectively, the “Single Family Housing Bonds”). Upon the refunding of 
Single Family Housing Bonds with amounts advanced to the Agency pursuant to the Amended Revolving Credit 
Agreement as evidenced by the Amended Bank Note, funds representing prepayments and repayments of mortgage 
loans financed with Single Family Housing Bonds, and other amounts available under the applicable bond resolution 
for the payment of those Single Family Housing Bonds, will be deposited into a cash collateral fund established 
under a separate amended and restated indenture of trust, as amended (the “2018 Revolving Credit Indenture”), 
between the Agency and Wells Fargo Bank, National Association, as trustee, as security for the repayment of the 
principal amount of the Amended Bank Note that has been advanced to the Agency. The Bank agrees to make 
advances until December 31, 2021, a later date if extended by the Bank or an earlier date upon an event of default or 
a termination pursuant to the terms of the Amended Revolving Credit Agreement or if the Agency elects an earlier 
termination. The amount of the advances outstanding and not repaid with respect to the Amended Bank Note bear 
interest at a variable interest rate equal to one month USD LIBOR plus a spread (currently 0.40%) and may not 
exceed $120,000,000, or the lesser amount then specified in the Amended Revolving Credit Agreement, at any time, 
and the cumulative amount of the advances made may not exceed $1,100,000,000. The obligation of the Agency to 
pay the interest on, but not the principal of, the Amended Bank Note is a general obligation of the Agency. A 
portion of the proceeds of the Series Bonds will be used to repay a portion of the Amended Bank Note and the 
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equivalent amount released from the cash collateral fund under the 2018 Revolving Credit Indenture will be 
deposited in the 2020 Series H-I subaccount in the Acquisition Account. The Agency has requested advances in the 
aggregate principal amount of $[478,804,074], $[69,074,587] of which is outstanding.   

Agency Continuity of Operations Plan 

Certain external events, such as pandemics, natural disasters, severe weather, technological emergencies, 
riots, acts of war or terrorism or other circumstances, could potentially disrupt the Agency’s ability to conduct its 
business. A prolonged disruption in the Agency’s operations could have an adverse effect on the Agency’s financial 
condition and results of operations.  To plan for and mitigate the impact such an event may have on its operations, 
the Agency has developed a Continuity of Operations Plan (the “Plan”).  The Plan is designed to (i) provide for the 
continued execution of the mission-essential functions of the Agency and minimize disruption if an emergency 
threatens, interrupts or incapacitates the Agency’s operations, (ii) provide Agency leadership with timely direction, 
control and coordination before, during and after an emergency or similar event, and (iii) facilitate the return to 
normal operating conditions as soon as practical based on the circumstances surrounding any given emergency or 
similar event.  No assurances can be given that the Agency’s efforts to mitigate the effects of an emergency or other 
event will be successful in preventing any and all disruptions to its operations.  

Cybersecurity 

The Agency relies on a complex technology environment to conduct its operations.  As a recipient and 
provider of personal, private and sensitive information, the Agency faces multiple cyber threats including, but not 
limited to, hacking, viruses, malware, ransomware, phishing, business email compromise, and other attacks on 
computers and other sensitive digital networks, systems, and assets. Housing finance agencies and other public 
finance entities have been targeted by outside third parties, including technologically sophisticated and well-
resourced actors, attempting to misappropriate assets or information or cause operational disruption and damage.  
Further, third parties, such as hosted solution providers, that provide services to the Agency, could also be a source 
of security risk in the event of a failure of their own security systems and infrastructure.   

The Agency uses a layered approach that employs sound operational strategies and security technology 
solutions to secure against, detect, and mitigate the effects of cyber threats on its infrastructure and information 
assets.  The Agency conducts regular information security and privacy awareness training that is mandatory for all 
Agency staff.  The Agency’s Business Technology Support group has management responsibility for all information 
technology and leads the efforts of the Agency to keep its cyber assets secure.  The Agency’s Business Technology 
Support group and contracted services from the Office of MN.IT Services, an agency of the executive branch of the 
State, regularly conduct risk assessments, audits and tests of the Agency’s cybersecurity systems and infrastructure. 

Despite its efforts, no assurances can be given that the Agency’s security and operational control measures 
will be successful in guarding against any and each cyber threat and attack, especially because the techniques used 
by perpetrators are increasingly sophisticated, change frequently, are complex, and are often not recognized until 
launched.  To date, cyber attacks have not had a material impact on the Agency's financial condition, results or 
business; however, the Agency is not able to predict future attacks or their severity.  The results of any attack on the 
Agency’s computer and information technology systems could impact its operations for an unknown period of time, 
damage the Agency’s digital networks and systems, and damage the Agency’s reputation, financial performance, 
and customer or vendor relationships.  Such an attack also could result in litigation or regulatory investigations or 
actions, including regulatory actions by state and federal governmental authorities.  The costs of remedying any such 
damage could be substantial and such damage to the Agency’s reputation and relationships could adversely affect 
the Agency’s ability to conduct its programs and operations in the future.  

COVID-19 Economic Disruption 
 

The global outbreak of COVID-19, a respiratory disease declared to be a pandemic (the “Pandemic”) by the 
World Health Organization, is affecting the national capital markets and has negatively impacted the State’s housing 
market and its overall economy.  The threat from the Pandemic is being addressed on a national, federal, state and 
local level in various forms, including executive orders and legislative actions. 
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On March 13, 2020, the President of the United States declared a national emergency with respect to the 
Pandemic.  In addition, the United States Congress recently enacted several COVID-19-related bills, including the 
Coronavirus Aid, Relief, and Economic Security Act (CARES Act), signed into law on March 27, 2020, which 
provides over $2 trillion of direct financial aid to American families, payroll and operating expense support for 
small businesses, and loan assistance for distressed industries, as well as providing funds to and directing the Federal 
Reserve System to support the capital markets.  

Among other things, the CARES Act also provides that (a) lenders are prohibited from foreclosing 
mortgage loans that are FHA insured, VA, HUD or USDA Rural Development guaranteed, or purchased or 
securitized by Fannie Mae or Freddie Mac (collectively, “Federal Single Family Loans”) for a period of 60 days 
ended May 17, 2020, and (b) during the national emergency concerning the Pandemic, borrowers with Federal 
Single Family Loans directly or indirectly facing economic difficulties as a result of the coronavirus can seek up to 
360 days of payment forbearance.  In addition to the foreclosure and eviction relief provided by the CARES Act, 
HUD/FHA and the Federal Housing Finance Agency (“FHFA”) also ordered the servicers of Federal Single Family 
Loans to suspend foreclosures and evictions with respect to Federal Single Family Loans; HUD/FHA and FHFA 
have extended their foreclosure and eviction moratoriums for single-family residences until at least December 31, 
2020. As of November 27, 2020, the Agency has granted forbearance approvals for [330] Program Loans which are 
not pooled into Program Securities in an aggregate principal amount of approximately $[29] million, which is [8.8] 
percent of the principal amount of all Program Loans not pooled into Program Securities held under the Bond 
Resolution, and has paused foreclosure actions with respect to [18] Program Loans not pooled into Program 
Securities in an aggregate principal amount of approximately $[1] million, which is [0.4] percent of the principal 
amount of all Program Loans not pooled into Program Securities held under the Bond Resolution. As of September 
30, 2020, Program Loans not pooled into Program Securities comprised approximately [19.6] percent of the 
combined Program Loans and Program Securities pledged to the payment of Bonds under the Bond Resolution. (See 
“The Residential Housing Finance Program – Mortgage Loan Portfolio and Acquired Program Securities.”)  The 
Agency expects to receive and approve additional forbearance requests relating to Program Loans during the 
Pandemic. The Agency also provides loans under its multifamily rental housing program, many of which are 
covered by the relief provisions of the CARES Act. The Agency’s loans provided under its home improvement 
program and its monthly payment loan program, as well as some loans for single family housing that are not pledged 
as security for any debt of the Agency, are not affected by the relief provisions of the CARES Act. However, the 
Agency has granted and may choose to grant forbearance approvals for certain of these loans during the Pandemic. 
(See “Other Programs” and “Other Programs — Monthly Payment Loans.”) 

The CARES Act directs the Federal Reserve Bank to provide liquidity to the financial system through a 
new facility to purchase certain new issuances of securities by eligible issuers, including housing finance agencies 
and other state and local governments. Such injection of liquidity follows recent actions by the Federal Reserve 
Bank, including the purchase of U.S. Treasury securities and the Government National Mortgage Association 
(“GNMA”), Fannie Mae and Freddie Mac mortgage-backed securities, facilitating the flow of credit to 
municipalities by expanding its Money Market Mutual Fund Liquidity Facility to include a wider range of securities, 
including municipal variable rate demand notes (such as variable rate demand obligations of housing finance 
agencies). 

On March 13, 2020, the Governor of the State declared a peacetime emergency with respect to the 
Pandemic. By various executive orders, which have the force and effect of law during a peacetime emergency, the 
Governor has directed: residents of the State to first stay at home and shelter in place and subsequently permitting 
residents to conduct limited activities outside the home; the closure of schools for the remainder of the current 
school year; the closure and then partial re-opening of restaurants, bars, other public accommodations and certain 
non-essential businesses; and the suspension of evictions and lease terminations; in each instance subject to further 
change. The Governor has extended the peacetime emergency beyond the initial 30-day period, may extend it 
further and may issue additional executive orders pursuant to his authority during that emergency. The peacetime 
emergency, since extended beyond 30 days, may be terminated by majority vote of both houses of the legislature of 
the State. 

An executive order of the Governor designated the operation of the Agency as a critical service and Agency 
personnel, though almost exclusively teleworking, are continuing all operations in order to provide the Agency’s 
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programs (see “Agency Continuity of Operations Plan” above).  At this time the Agency cannot predict (i) the 
duration or extent of the Pandemic; (ii) the duration or expansion of any foreclosure or eviction moratorium 
affecting the Agency’s ability to foreclose and collect on delinquent mortgage loans; (iii) the number of mortgage 
loans that will be in forbearance or default as a result of the Pandemic and subsequent federal, state and local 
responses thereto, including the CARES Act; (iv) whether and to what extent the Pandemic may disrupt the local or 
global economy, real estate markets, manufacturing, or supply chain, or whether any of those types of disruption 
may adversely impact the Agency or its operations; (v) whether or to what extent the Agency or other government 
agencies may provide additional deferrals, forbearances, adjustments, or other changes to payments on mortgage 
loans; or (vi) the effect of the Pandemic on the State budget, or whether any such effect may adversely impact the 
Agency or its programs. The Agency is monitoring and assessing the impact on its programs, operations and 
financial position, including its ability to continue to finance the purchase of Program Securities. However, the 
continuation of the Pandemic and the resulting containment and mitigation efforts could have a material adverse 
effect on the Agency’s programs, operations and finances. 

Single Family Mortgage Production Funding Considerations 

As a state housing finance agency, the Agency relies on municipal bond markets operating efficiently to 
fund its Program. While these markets did not perform well, based on historical market relationships, the Agency 
could not fully realize the benefit of tax-exempt bond financing using traditional bond structures to finance single 
family mortgage loans at competitive interest rates. The Agency successfully combined traditional bond structures 
with economic refunding bonds and bonds secured by excess collateral under the Bond Resolution, and bonds 
structured with monthly principal pass-through payments from an identified portfolio of GNMA Securities, Fannie 
Mae Securities and Freddie Mac Securities under the Homeownership Finance Bond Resolution, to fund single 
family mortgage production by purchasing Program Securities. 

In addition to funding its single family mortgage production by issuing bonds, the Agency from time to 
time sells Program Securities in the secondary market. Since 2009 the Agency has sold approximately $[1.261] 
billion of Program Securities in the open market as of December 2, 2020, $[313] million of which would have been 
eligible to be financed with tax-exempt bonds. In 2013, the Agency also issued and sold three series of its Home 
Ownership Mortgage-Backed Exempt Securities Certificates in the aggregate principal amount of $32.5 million, 
each of which is a special, limited obligation of the Agency payable from, and secured solely by, all principal and 
interest payments made on a single Program Security. Based on market conditions and the availability of economic 
refunding opportunities, the Agency determines whether to issue Additional Bonds under the Bond Resolution or 
under its Homeownership Finance Bond Resolution or to sell Program Securities in the secondary market. 

ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds related to the Series Bonds are as follows: 

 Sources 
 

  

Principal amount of Series Bonds .............................................    
Original issue premium  ............................................................    
Agency funds  ...........................................................................    
 Total Sources of Funds  
 

  

   
 Uses 
 

  

Deposit to 2020 Series H-I Acquisition Account..............    
Deposit to Costs of Issuance Account .......................................      
Underwriters’ Compensation ....................................................    
 Total Uses of Funds    
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Based on the Program Securities that the Agency has purchased and expects to purchase from its own 
funds, the Agency expects to apply and disburse approximately $125 million* of proceeds of the Series Bonds 
deposited in the 2020 Series H-I Acquisition Account, together with Agency funds, to purchase Program Securities 
backed by Program Loans with a principal amount of approximately $125 million,* which Program Securities are 
estimated to have pass-through interest rates ranging from [2.5] percent* to [3.5] percent,* on or before February 1, 
2021. Any Program Securities purchased from the Agency will be credited to the 2020 Series H-I Acquisition 
Account and pledged to the payment of Outstanding Bonds. (See “The Residential Housing Finance Program – 
Reimbursement of Advances of Agency Funds from Proceeds of Series Bonds.”)  

THE SERIES BONDS 

General 

The Series Bonds will be fully registered bonds issued in the denominations of $5,000 or any integral 
multiple thereof of single maturities. The Series Bonds of each Series will initially be registered in the name of Cede 
& Co., as nominee for The Depository Trust Company, New York, New York (“DTC”), which will act as securities 
depository for each Series of the Series Bonds. Wells Fargo Bank, National Association, Minneapolis, Minnesota, 
serves as Trustee under the Bond Resolution. Interest on the Series Bonds will be paid by moneys wired by the 
Trustee to DTC, or its nominee, as registered owner of the Series Bonds, which interest is to be redistributed by 
DTC. Principal of the Series Bonds will be paid at maturity or earlier redemption upon surrender at the principal 
corporate trust office of the Trustee. (See “Appendix E — Book-Entry-Only System.”)  

For every exchange or transfer of Series Bonds, whether temporary or definitive, the Agency or the Trustee 
may make a charge sufficient to reimburse it for any tax, fee or other governmental charge required to be paid with 
respect to that exchange or transfer. The Series Bonds mature on the dates and in the amounts set forth on the inside 
front cover hereof, subject to prior redemption and tender as hereinafter described. 

Interest on the Series Bonds 

Interest on the Series Bonds will be paid semiannually on January 1 and July 1 of each year, commencing 
July 1, 2021,* and, in respect of any Series Bond then to be redeemed, on any redemption date. The Series Bonds 
will bear interest from their dated date, at the respective annual rates set forth on the inside front cover hereof until 
payment of the principal of or redemption price on those Series Bonds. Interest on the Series Bonds will be 
computed on the basis of a 360-day year composed of twelve 30-day months and will be paid to the Owners of 
record in the bond registration books maintained by the Trustee as of the 15th day of the month preceding the 
regularly scheduled interest payment date, whether or not a business day (the “Record Date” for the Series Bonds).  

Sinking Fund Redemption 

The Agency is required to redeem the 2020 Series I Bonds with a stated maturity of           * in part on    * 
and on each July 1 and January 1 thereafter to and including                * at the principal amount thereof to be 
redeemed plus accrued interest thereon, without premium, on the dates and in the principal amounts as follows: 

Date*  
Principal 
Amount*  Date*  

Principal 
Amount* 

       
       
       

 

 
 

* Preliminary; subject to change. 
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The Agency is required to redeem the 2020 Series I Bonds with a stated maturity of           * in part on    * 
and on each July 1 and January 1 thereafter to and including                * at the principal amount thereof to be 
redeemed plus accrued interest thereon, without premium, on the dates and in the principal amounts as follows: 

Date*  
Principal 
Amount*  Date*  

Principal 
Amount* 

       
       
       
       
       
 

The Agency is required to redeem the 2020 Series I Bonds with a stated maturity of           * in part on    * 
and on each July 1 and January 1 thereafter to and including                * at the principal amount thereof to be 
redeemed plus accrued interest thereon, without premium, on the dates and in the principal amounts as follows: 

Date*  
Principal 
Amount*  Date*  

Principal 
Amount* 

       
       
       
       
       
 

The Agency is required to redeem the 2020 Series I Bonds with a stated maturity of                * and bearing 
interest at the rate of    % in part on             * and on each July 1 and January 1 thereafter to and including           ,* at 
the principal amount thereof to be redeemed plus accrued interest thereon, without premium, on the dates and in the 
principal amounts as follows: 

Date*  
Principal 
Amount*  Date*  

Principal 
Amount* 

       
       
       
       
       
       
 

  

 
 

* Preliminary; subject to change. 
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The Agency is required to redeem the 2020 Series I Bonds with a stated maturity of           * and bearing 
interest at the rate of    % (the “PAC Term Bonds”) in part on             * and on each July 1 and January 1 thereafter to 
and including           ,* at the principal amount thereof to be redeemed plus accrued interest thereon, without 
premium, on the dates and in the principal amounts as follows: 

Date*  
Principal 
Amount*  Date*  

Principal 
Amount* 

       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
 

Upon redemption of Series Bonds of a Series and maturity for which sinking fund installments have been 
established or any purchase and cancellation in lieu of redemption, the principal amount of that Series and maturity 
of the Series Bonds redeemed or purchased may be credited toward one or more sinking fund installments for that 
Series and maturity thereafter coming due in the manner the Agency specifies. The portion of any sinking fund 
installment remaining after the deductions credited to those payments is the unsatisfied balance of that sinking fund 
installment with respect to that Series and maturity of the Series Bonds for the purpose of calculating the payment 
due on or scheduled for a future date. 

Special Redemption 

Unexpended Proceeds. At its option, the Agency may redeem the Series Bonds prior to maturity, at any 
time, in whole or in part, at a redemption price equal to the principal amount thereof to be redeemed plus accrued 
interest to the redemption date, without premium, (except that any PAC Term Bonds are to be redeemed at a 
redemption price equal to the principal amount thereof to be redeemed plus accrued interest, plus the unamortized 
premium thereon as the Agency determines by straight-line amortization of the original issue premium set forth on 
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the inside front cover of this Official Statement between the date of issue and                  * (as of which date the 
premium would reduce to $0)) from moneys representing Series Bond proceeds not used to purchase Program 
Securities and transferred to the Bond Redemption Fund from the 2020 Series H-I Acquisition Account and any 
allocable amounts held in the Debt Service Reserve Fund. In the event the Agency determines to redeem any Series 
Bonds from unexpended proceeds, the Agency will select the Series, maturities and amounts of the Series Bonds to 
be redeemed and the Trustee will select the Series Bonds at random within each Series and maturity. 

If the Agency has not expended all proceeds of the Series Bonds credited to the 2020 Series H-I 
Acquisition Account and the Delivery Period has not been extended (see “The Residential Housing Finance 
Program—Acquisition of Program Securities”), then the Agency must redeem the Series Bonds from those 
unexpended proceeds upon the expiration of the Delivery Period at the redemption price specified above.  

Based on the Program Securities that the Agency has purchased and expects to purchase from its own 
funds, the Agency expects to apply and disburse all of the proceeds of the Series Bonds credited to the 2020 Series 
H-I Acquisition Account to purchase Program Securities with a principal amount of approximately $125 million,* on 
or before February 1, 2020. (See “The Residential Housing Finance Program – Reimbursement of Advances of 
Agency Funds from Proceeds of Series Bonds” for information with respect to anticipated Agency purchases of 
Program Securities as of December 23, 2020.) 

Excess Revenues. In the Agency’s discretion and subject to the requirements of the Resolutions, the Agency 
may apply moneys on deposit in the Revenue Fund attributable to Excess Revenues to redeem Outstanding Bonds 
under the Bond Resolution (including the Series Bonds, but with respect to the PAC Term Bonds not in excess of 
the maximum cumulative redemption amounts shown below), at any time; subject, however, to any provisions to the 
contrary in any Series Resolution relating to a Series of Bonds.  The redemption price of redeemed Bonds will be the 
principal amount of those Bonds plus accrued interest thereon, without premium.  The Agency will select the Series, 
maturities and sinking fund installments of the Bonds to be redeemed. 

As used herein, “Excess Revenues” means the Revenues, including prepayments (except as described 
below under “Repayments and Prepayments”), on deposit in the Revenue Fund received in excess of (i) the 
maturing principal and sinking fund installments and any required mandatory redemptions, together with interest 
from time to time payable, on Bonds Outstanding under the Bond Resolution, (ii) amounts needed to maintain the 
Debt Service Reserve Fund and the Insurance Reserve Fund at their respective Requirements, and (iii) amounts 
required by the Agency to pay fees and other costs in connection with the Bonds associated with maintaining the 
Program, including amounts to be paid under swap agreements, liquidity facilities, remarketing agreements and 
other similar instruments. 

10-Year Rule Requirements. To comply with certain provisions of federal tax law, the Agency must apply 
all available prepayments and regularly scheduled repayments of mortgage principal from Program Loans and 
Program Securities allocable to the Series Bonds and (i) with respect to proceeds of the Series Bonds allocated to the 
refunding of outstanding bonds of the Agency, received 10 years after the original issue date of the bonds refunded, 
or (ii) with respect to the remaining proceeds of the Series Bonds, received 10 years or more after the issue date of 
the Series Bonds, to pay at maturity or redeem Series Bonds.  This redemption must occur no later than the close of 
the first semiannual period beginning after the date of receipt, but no redemption is required if the amount available 
and required to be used to redeem the Series Bonds is less than $250,000. Prepayments and scheduled repayments of 
mortgage principal from Program Securities allocable to the Series Bonds received on or after the following dates 
are subject to the 10-year rule in the following approximate percentages: 
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Dates*  Percentages* 
December 23, 2020 to   . 
   
   
   
   
   
   
   
   
December 23, 2030 and thereafter  100.00 

 
Prepayments. To the extent not needed to make regularly scheduled principal payments on the Series 

Bonds, either at maturity or pursuant to sinking fund installments, all prepayments of mortgage principal from 
Program Loans backing Program Securities financed with the proceeds of the Series Bonds received by or on behalf 
of the Agency (those amounts herein referred to as the “Series H-I Prepayments”) must first be applied to redeem 
the PAC Term Bonds on a cumulative basis up to the Maximum Cumulative Amounts during each Redemption 
Period ending on the date therefor set forth in the following table:  

Redemption 
Period* 

Maximum 
Cumulative 
Amounts*† 

  Redemption      
    Period* 

Maximum 
Cumulative 
Amounts*† 

    
    
    
    
    
    
    
    
    
    

      
†Based on an approximation of 100 percent PSA prepayment speed on the Program Loans backing Program Securities 

financed with the proceeds of the Series Bonds. (See “Projected Weighted Average Lives of the PAC Term Bonds” below for a 
discussion of the PSA Prepayment Model.) Amounts actually to be redeemed pursuant to this provision will be reduced 
proportionately to the extent any of the PAC Term Bonds are redeemed from unexpended proceeds of the Series Bonds. 

To the extent the Agency redeems PAC Term Bonds more than once in a semiannual period or on a date 
that is not a regularly scheduled interest payment date, the Agency will not redeem PAC Term Bonds on a 
cumulative basis as of any date in an aggregate principal amount greater than the sum of (i) the Maximum 
Cumulative Amount in the table above for the immediately preceding regularly scheduled interest payment date and 
(ii) the proportionate amount (based on the number of days elapsed since the immediately preceding regularly 
scheduled interest payment date and the total number of days in the period (calculated on the basis of a 360-day year 
of twelve 30-day months)) of the difference between the Maximum Cumulative Amount set forth in the table above 
for the next succeeding regularly scheduled interest payment date and the Maximum Cumulative Amount for the 
immediately preceding regularly scheduled interest payment date. 

If the Agency receives Series H-I Prepayments sufficient to redeem PAC Term Bonds up to the Maximum 
Cumulative Amounts in accordance with the table above, (1) to the extent required by applicable federal tax law, the 
Agency must use any excess Series H-I Prepayments (a) to redeem Outstanding Series Bonds (other than PAC Term 
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Bonds) from the Series and maturities the Agency selects, or (b) if no Series Bonds are Outstanding other than PAC 
Term Bonds, to redeem Outstanding PAC Term Bonds, in each case on any date, in whole or in part, at a price equal 
to the principal amount thereof to be redeemed plus accrued interest, without premium; and (2) to the extent not 
required by applicable federal tax law to redeem Series Bonds, the Agency, at its option, may use any excess Series 
H-I Prepayments to redeem any Outstanding Bonds, including the Series Bonds (other than PAC Term Bonds), at a 
price equal to the principal amount thereof to be redeemed plus accrued interest, without premium (subject, 
however, to any provisions to the contrary in any Series Resolutions relating to Outstanding Bonds), or for any other 
purpose authorized under the Resolutions. 

Projected Weighted Average Lives of the PAC Term Bonds. The following information is provided to allow 
prospective investors to evaluate the PAC Term Bonds that are the subject of the special redemption provisions 
described above. 

The weighted average life of a bond refers to the average length of time that will elapse from the date of 
issuance of the bond to the date each installment of principal is paid weighted by the principal amount of that 
installment. The weighted average life of the PAC Term Bonds will be influenced by, among other things, the rate at 
which Program Securities are purchased and the rate at which principal payments (including scheduled payments 
and principal prepayments) are made on the Program Loans backing Program Securities financed with the proceeds 
of the Series Bonds (collectively, the “Series Bond Program Loans”). An Owner owning less than all of the PAC 
Term Bonds may experience redemption at a rate that varies from the average life of the PAC Term Bonds. 

Levels of prepayment on mortgage loans are commonly measured by a prepayment standard or model. The 
standard used in this Official Statement is The Standard Prepayment Model of The Securities Industry and Financial 
Markets Association, formerly The Bond Market Association and formerly the Public Securities Association (the 
“PSA Prepayment Model”). The PSA Prepayment Model represents an assumed monthly rate of prepayment of the 
then outstanding principal balance of a pool of mortgage loans. The PSA Prepayment Model does not purport to be 
either a historical description of the prepayment experience of any pool of mortgage loans or a prediction of the 
anticipated rate of prepayment of any pool of mortgage loans, including the Series Bond Program Loans. “100% 
PSA” assumes prepayment rates of 0.2 percent per year of the then-unpaid balance of the pool of mortgage loans in 
the first month of the life of the pool of mortgage loans and an additional 0.2 percent per year in each month 
thereafter (for example, 0.4 percent per year in the second month) until the thirtieth month. Beginning in the thirtieth 
month and in each month thereafter during the life of the pool of mortgage loans, “100% PSA” assumes a constant 
prepayment rate of 6 percent per year. Multiples will be calculated from this prepayment rate standard, e.g. “200% 
PSA” assumes prepayment rates will be 0.4 percent per year in month one, 0.8 percent per year in month two, 
reaching 12 percent per year in month thirty and remaining constant at 12 percent per year thereafter. “0% PSA” 
assumes no prepayments of principal of a pool of mortgage loans will occur for the life of the pool of mortgage 
loans. 

The information in the following table, entitled “Projected Weighted Average Lives for the PAC Term 
Bonds” is based on the assumptions, among other things, that (i) the Series Bond Program Loans prepay at the 
indicated percentages of the PSA Prepayment Model, (ii) all proceeds of the Series Bonds in the 2020 Series H-I 
Acquisition Account are used to purchase Program Securities, (iii) the Program Securities financed with the 
proceeds of the Series Bonds will have a weighted average pass-through rate of not less than [3.0] percent* and will 
be acquired by February 1, 2020,* (iv) all scheduled principal and interest payments or prepayments on Series Bond 
Program Loans are received thirty days after the date on which due or assumed to be made and there are no 
foreclosures or repurchases of those Program Loans, (v) the PAC Term Bonds are redeemed only on regularly 
scheduled interest payment dates, and (vi) the Series Bonds, including the PAC Term Bonds, are not redeemed 
pursuant to optional redemption or from Excess Revenues. Based solely on the assumptions, some or all of which 
are unlikely to reflect actual experience, the following table provides projected weighted average life information for 
the PAC Term Bonds. 
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Projected Weighted Average Lives for the PAC Term Bonds* 

PSA 
Prepayment 

PAC Term Bonds 
Weighted Average Life† 

0% . years   
50 .  
75 .  

100 5.00  
200 5.00  
300 5.00  
400 5.00  
500 5.00  

 ___________________ 
†The weighted average life may be affected if, among other things, the Series Bonds, including the PAC Term Bonds, 

are redeemed with Excess Revenues or from unexpended proceeds of the Series Bonds, as described above, or if PAC Term 
Bonds are redeemed on a date other than a regularly scheduled interest payment date. 

The Agency cannot give any assurance that prepayments of principal of the Series Bond Program 
Loans will conform to any level of a particular prepayment projection, schedule or model or that 
prepayments will be available to be applied to redemptions of any of the Series Bonds, including the PAC 
Term Bonds. The rates of principal prepayments on mortgage loans are generally influenced by a variety of 
economic, geographical, social and other factors, including servicing decisions, changing property values, 
prevailing interest rates and the time within which mortgage loans are originated. In general, if prevailing 
interest rates fall significantly below the interest rates on the mortgage loans, those mortgage loans may be 
likely to prepay at higher rates than if prevailing interest rates remain at or above the interest rates on those 
mortgage loans. Conversely, if prevailing interest rates increase above the interest rates on the mortgage 
loans, the rate of prepayments might be expected to decrease. Foreclosures or repurchases of Series Bond 
Program Loans will also affect the expected special redemption schedules. The Agency cannot predict the 
number of Series Bond Program Loans that may become delinquent, repurchased or foreclosed. For these 
reasons, the Agency cannot offer any assurances as to the rate at which the Series Bond Program Loans will 
prepay and offers no assurance that the scheduled amounts will, in fact, be available to effect any 
redemptions described herein. 

Optional Redemption of the Series Bonds 

The Agency may redeem Series Bonds with stated maturities on or after July 1, 2030* prior to their stated 
maturity dates, at its option, in whole or in part, from the Series and in the amounts and from the stated maturities 
that the Agency designates, on January 1, 2030* or any date thereafter, from any amounts available to the Agency 
for that purpose, at a redemption price equal to the principal amount thereof to be redeemed plus accrued interest to 
the date of redemption, without premium. 

General Provisions as to Series Bonds 

Except as otherwise provided in the 2020 Series Resolutions, any Series Bonds to be redeemed other than 
upon mandatory sinking fund redemption will be redeemed only upon receipt by the Trustee of a certificate signed 
by an officer authorized by the Agency and stating (a) the Series of the Series Bonds to be redeemed and (b) the 
maturities and amounts from which Series Bonds are to be redeemed. If less than all Series Bonds of a Series and 
maturity are to be redeemed, the Series Bonds of that Series and maturity to be redeemed will be selected at random 
by a method determined by the Trustee. The Agency will not at any time cause Series Bonds to be redeemed (other 
than pursuant to mandatory redemption) if this would have any material adverse effect on its ability to pay when due 
the principal of and interest on the Bonds Outstanding after that redemption. 
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The Trustee must mail a copy of the notice of redemption, by first class mail, to the registered owner of any 
Series Bond called for redemption at least 30 days prior to the redemption date; that registered owner to be 
determined from the registry books as of the 15th day preceding the date that notice is mailed. (See “Appendix E — 
Book-Entry-Only System.”) 

SECURITY FOR THE BONDS 

The Outstanding Bonds, including the Series Bonds, are secured as provided in the Bond Resolution by a 
pledge of (a) all proceeds of the sale of the Bonds (other than proceeds deposited in trust for the retirement of 
outstanding bonds, notes or other obligations), (b) all Program Obligations and Investment Obligations made or 
purchased from those proceeds, (c) all Revenues, (d) any other loans, funds, securities, Cash Equivalents or other 
property of the Agency otherwise pledged as security for Outstanding Bonds pursuant to a Series Resolution; and (e) 
all money, Investment Obligations, and other assets and income held in and receivables of Funds (other than the 
Alternative Loan Fund, except as otherwise provided in a Series Resolution), established by or pursuant to the Bond 
Resolution. The Bonds, including the Series Bonds, are also general obligations of the Agency, payable out of any 
of its moneys, assets or revenues, subject only to the provisions of other resolutions or indentures now or hereafter 
pledging and appropriating particular moneys, assets or revenues to particular notes or bonds, or State or federal 
laws or restrictions that particular funds be applied for a specified purpose. The pledge granted by the Bond 
Resolution is for the equal benefit, protection and security of Owners of all Outstanding Bonds, except as otherwise 
expressly provided therein or in a Series Resolution. 

The Agency has no taxing power. The State is not liable for the payment of the Bonds, and the Bonds are 
not a debt of the State. 

Cash Flow Certificate 

The Bond Resolution requires that the Agency file a Cash Flow Certificate with the Trustee (i) at least once 
within a 12-month period and as otherwise required under the Bond Resolution or a Series Resolution, (ii) upon the 
proposed application of funds in the Revenue Fund to acquire Program Obligations or to pay Program Expenses, if 
not contemplated by a prior Cash Flow Certificate, or (iii) to release funds to the Agency from the Revenue Fund or 
to transfer funds to the Alternative Loan Fund. The Bond Resolution also permits a revised Cash Flow Certificate to 
be filed at any time directed by the Agency. The Cash Flow Certificate is to give effect to the action proposed to be 
taken and demonstrating that in the current and in each succeeding Fiscal Year in which Bonds are scheduled to be 
Outstanding that Revenues and other amounts expected to be on deposit in the Funds and Accounts established 
under the Bond Resolution or any Series Resolution (excluding the Insurance Reserve Fund, and, except to the 
extent otherwise provided in a Series Resolution, the Alternative Loan Fund) will be at least equal to all amounts 
required to be on deposit in order to pay the Debt Service on the Bonds and to maintain the Debt Service Reserve 
Requirement and Insurance Reserve Requirement; provided that, to the extent specified in a Series Resolution, a 
Fund or Account (other than those excluded above) will not be taken into account when preparing the Cash Flow 
Certificate. The Cash Flow Certificate is to set forth the assumptions upon which the estimates therein are based, 
which assumptions will be based upon the Agency’s reasonable expectations at the time the Cash Flow Certificate is 
filed. The Agency may assume in a Cash Flow Certificate that, if Bonds of a Series are issued for purposes other 
than the Financing of Program Loans for the acquisition of owner-occupied housing, amounts to be deposited in or 
irrevocably appropriated to any Fund or Account established under the Bond Resolution (other than the Alternative 
Loan Fund, unless otherwise provided in a Series Resolution) from sources not subject to the lien of the Bond 
Resolution will be available in amounts and at times sufficient to pay the Debt Service on Outstanding Bonds of that 
Series when due and to maintain the Debt Service Reserve Requirement and Insurance Reserve Requirement, if any, 
in respect of Outstanding Bonds of that Series. As set forth more fully in “Appendix C — Summary of Certain 
Provisions of the Bond Resolution — Revenue Fund,” the Agency may withdraw from the Revenue Fund funds to 
be released to the Agency free and clear of the lien of the Bond Resolution, for deposit in the Agency’s General 
Reserve Account or deposit in the Alternative Loan Fund, in each case upon the filing with the Trustee a Cash Flow 
Certificate and a Parity Certificate. 
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Program Obligations 

General information concerning the Agency’s Residential Housing Finance Program and the types of 
Program Obligations that have been and are expected to be financed with the proceeds of the Series Bonds is 
provided below under the heading “The Residential Housing Finance Program.” The Agency expects that 
approximately $125 million* in aggregate principal amount of Program Securities will be acquired with proceeds of 
the Series Bonds. (See “Estimated Sources and Uses of Funds.”) Additional information regarding GNMA, Fannie 
Mae and Freddie Mac and Program Securities and the current Master Servicer is contained in Appendix I to this 
Official Statement. 

Investment Obligations 

Bond proceeds and other funds held in the Acquisition Account, the Debt Service Reserve Fund, the 
Insurance Reserve Fund, the Revenue Fund, the Bond Fund, and the Redemption Fund under the Bond Resolution 
may be invested in Investment Obligations as defined in the Bond Resolution (see “Appendix C – Summary of 
Certain Provisions of the Bond Resolution – Certain Defined Terms”).  

Under the Bond Resolution, the Agency may direct the Trustee to invest funds held thereunder in 
investment agreements (sometimes referred to as “guaranteed investment contracts”), if that investment agreement 
does not adversely affect any ratings of the Bonds at the time of execution thereof. As of September 30, 2020, 
$410,400 on deposit in the Debt Service Reserve Fund held in respect of Bonds under the Bond Resolution is 
invested in an investment agreement with Transamerica Life Insurance Co. 

There is no assurance that the providers of Investment Obligations held under the Bond Resolution will be 
able to pay principal of and interest on those Investment Obligations as provided therein. No representation is made 
as to the creditworthiness of any provider. 

The failure of a provider to pay principal and interest when due under an Investment Obligation pertaining 
to the Acquisition Account could result in the Agency’s inability to acquire Program Obligations in an amount 
necessary to fully secure the Bonds. A failure by a provider to pay amounts due under an Investment Obligation 
pertaining to the other Funds could result in the Agency’s inability to pay debt service on the Bonds. All of the 
Agency’s investment agreements contain “downgrade” provisions giving the Agency the right to withdraw all 
invested funds early if the provider’s credit ratings are downgraded below specified levels and remedial action is not 
taken by the provider. Funds withdrawn from investment agreements under those circumstances will be invested in 
alternate Investment Obligations at the direction of the Agency. 

Revenues 

When Revenues are greater than the amount necessary to pay maturing principal of and interest on the 
Bonds, the Agency may use the excess, to the extent permitted by applicable federal tax law, to make or purchase 
additional Program Obligations or to redeem Bonds. If Revenues are less than the amount necessary to pay maturing 
principal of the Bonds, then either the Agency, at its option, may provide the amount necessary for that payment 
from any of (a) the General Reserve Account of the Agency, (b) the Alternative Loan Fund, or (c) any other lawful 
source other than funds and accounts pledged pursuant to the Bond Resolution, or the Trustee must withdraw the 
necessary amount from the following funds in order of priority: (i) the Bond Redemption Fund, but only to the 
extent that amounts therein are in excess of amounts required for the redemption of Bonds for which the notice of 
redemption has been given, (ii) the Revenue Fund, (iii) the Debt Service Reserve Fund, and (iv) the Insurance 
Reserve Fund. 

 
 

* Preliminary; subject to change. 
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Debt Service Reserve Fund 

The Bond Resolution creates and establishes a Debt Service Reserve Fund and provides that the Debt 
Service Reserve Requirement as of any date will be the sum of amounts established for each Series of Bonds by 
each Series Resolution.  The aggregate Debt Service Reserve Requirement with respect to the Series Bonds is equal 
to $0. The balance in the Debt Service Reserve Fund on September 30, 2020, was $18,583,664, which was at least 
equal to the Debt Service Reserve Requirement for all Series of Bonds then Outstanding. 

The Act provides that the Agency may create and establish one or more debt service reserve funds for the 
security of its bonds. The moneys held in or credited to a debt service reserve fund are to be used solely for the 
payment of principal of bonds of the Agency as the same mature, the purchase of those bonds, the payment of 
interest thereon or the payment of any premium required when those bonds are redeemed before maturity, provided 
that the moneys in that fund are not to be withdrawn therefrom at any time in an amount that would reduce the 
amount reasonably necessary for the purposes of the fund, except for the purpose of paying principal and interest 
due on the bonds secured by the fund for the payment of which other moneys of the Agency are not available. The 
Agency is not to issue any additional bonds or notes that are secured by a debt service reserve fund if the amount in 
that debt service reserve fund or any other debt service reserve fund at the time of issuance does not equal or exceed 
the minimum amount required by the resolution creating the fund unless the Agency deposits in each debt service 
reserve fund at the time of issuance, from the proceeds of the bonds or otherwise, an amount that, together with the 
amount then in the fund, is not less than the minimum amount required. The Act further provides that: 

In order to assure the payment of principal and interest on bonds and notes of the agency and the 
continued maintenance of all debt service reserve funds created and established therefor, the 
agency shall annually determine and certify to the governor, on or before December 1, (a) the 
amount, if any, then needed to restore each debt service reserve fund to the minimum amount 
required by the resolution or indenture establishing the fund, not exceeding the maximum amount 
of principal and interest to become due and payable in any subsequent year on all bonds or notes 
which are then outstanding and secured by such fund; and (b) the amount, if any, determined by 
the agency to be needed in the then immediately ensuing fiscal year, with other funds pledged and 
estimated to be received during that year, for the payment of the principal and interest due and 
payable in that year on all then outstanding bonds and notes secured by a debt service reserve fund 
the amount of which is then less than the minimum amount agreed. The governor shall include and 
submit to the legislature, in the budget for the following fiscal year, or in a supplemental budget if 
the regular budget for that year has previously been approved, the amounts certified by the agency 
…. 

In the opinion of Bond Counsel and counsel to the Agency, under current law the State Legislature is 
legally authorized but is not legally obligated to appropriate those amounts. 

Insurance Reserve Fund 

The Bond Resolution creates and establishes an Insurance Reserve Fund to be used for the purpose of 
paying that portion of the claim for loss with respect to any defaulted Program Obligation that is not paid by a public 
or private insuring agency. As of any particular date of calculation, the Insurance Reserve Requirement is the sum of 
amounts, if any, established for each Series of Bonds by the applicable Series Resolution. The Insurance Reserve 
Requirement with respect to the Series Bonds is $0. Currently, there is no balance in the Insurance Reserve Fund, as 
there is no Insurance Reserve Requirement for any Series of Bonds Outstanding. 

Additional Bonds 

The Bond Resolution permits the issuance of additional Bonds, upon the adoption of a Series Resolution, 
without limitation as to amount, to provide funds for the purpose of financing Program Obligations and, in addition, 
to refund outstanding Bonds or other obligations of the Agency. No additional Series of Bonds may be issued except 
upon receipt by the Trustee of (i) an Agency Certificate (in which the Agency may make certain assumptions 
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permitted in a Cash Flow Certificate) certifying (a) that an amount equal to the Debt Service Reserve Requirement 
effective upon issuance of those Bonds will be on deposit in the Debt Service Reserve Fund and an amount equal to 
the Insurance Reserve Requirement effective upon issuance of those Bonds will be on deposit in the Insurance 
Reserve Fund, and (b) that estimated Revenues are in excess of required fund transfers and debt service on the 
Bonds in each Fiscal Year, and (ii) written confirmation that the then existing ratings of the Bonds will not be 
impaired. A Cash Flow Certificate need not be filed in connection with the issuance of additional Bonds unless the 
Series Resolution authorizing Bonds of the Series so provides. 

Any additional Bonds issued under the Bond Resolution will be secured on an equal basis with the Series 
Bonds and all other Outstanding Bonds and will be entitled to the equal benefit, protection and security of the 
provisions, covenants and agreements in the Bond Resolution, except as otherwise expressly provided therein or in a 
Series Resolution. 

State Pledge Against Impairment of Contracts 

The State in the Act has pledged to and agreed with the Owners that it will not limit or alter the rights 
vested in the Agency to fulfill the terms of any agreements made with them or in any way impair the rights and 
remedies of the Owners until the Bonds, together with the interest thereon and on any unpaid installments of 
interest, and all costs and expenses in connection with any action or proceeding by or on behalf of the Owners, are 
fully met and discharged. 

THE RESIDENTIAL HOUSING FINANCE PROGRAM 

General 

Under the Bond Resolution, the Agency may issue Bonds to finance Program Obligations in order to 
provide financing for housing for low and moderate income persons, including single family loans, home 
improvement loans, multifamily loans and other housing-related loans, and to secure those loans in the manner as 
the Agency determines, which would include first mortgage loans, subordinate mortgage loans or loans that are 
unsecured. All Outstanding Bonds issued under the Bond Resolution are secured on an equal basis, except as 
otherwise expressly provided in the Bond Resolution or in a Series Resolution. Certain proceeds of the Series Bonds 
will be used to purchase Program Securities backed by single family mortgage loans. (See “Estimated Sources and 
Uses of Funds.”) 

The following provides a general description of the Agency’s Program in respect of the Program Securities 
backed by single family mortgage loans to be purchased with proceeds of the Series Bonds. The Series Program 
Determinations governing the Program Obligations to be financed with proceeds of the Series Bonds may be revised 
by the Agency from time to time as provided in the Series Resolutions and, consequently, the following general 
description is subject to change. 

 “MBS” Model 

Effective for commitments made on or after September 1, 2009, the Agency changed its single-family 
mortgage lending program from a “whole loan” model to an “MBS” (mortgage-backed securities) model. The 
Agency has entered into a Servicing Agreement, dated as of October 17, 2013 (the “Servicing Agreement”), with 
U.S. Bank National Association, as master servicer (the “Master Servicer”), for an indefinite term (subject to 
termination rights). Pursuant to the Servicing Agreement, the Master Servicer is to acquire single family mortgage 
loans meeting Program requirements and pool those Program Loans into Program Securities to be purchased by the 
Trustee on behalf of the Agency. (See “Procedures for Origination, Purchase and Pooling -- Program Securities” 
below.) For additional information regarding the Master Servicer, see Appendix I to this Official Statement. 
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Prior to the transition to the “MBS” model, the Agency’s Program provided funds for the purchase by the 
Agency of newly originated Program Loans at a price and bearing interest at rates established from time to time on 
the basis of the interest cost of the Bonds and local mortgage market conditions. Generally, outstanding Program 
Loans purchased by the Agency with the proceeds of Bonds have 30-year terms except for some outstanding 
Program Loans purchased during a short period beginning in 2006 until October 2008 that have 40-year terms. 

Outstanding Bonds have financed both Program Loans and Program Securities. 

Reimbursement of Advances of Agency Funds with Proceeds of Series Bonds 

The Agency anticipates that it will have purchased with its own funds Program Securities that are eligible 
to be financed with Bonds of approximately $    million in unpaid principal balance of mortgage loans as of 
December 23, 2020, at pass-through interest rates ranging from [2.50] percent to [3.50] percent. The Agency expects 
that all funds credited to the 2020 Series H-I Acquisition Account will be disbursed by February 1, 2020 to 
purchase, or reimburse the Agency for the purchase of, Program Securities. 

Procedures for Origination, Purchase and Pooling 

Application 

The Agency has published, and revises from time to time, its Start Up Program Procedural Manual (the 
“Manual”) which sets forth the guidelines and procedures for participation in the Program and certain requirements 
for origination of mortgage loans, including provisions for compliance with the requirements of applicable federal 
tax law. The Master Servicer has also published its lending manual for the Program establishing additional 
origination, documentation and processing requirements. The Agency responds to inquiries by interested lenders by 
directing them to the Master Servicer and the appropriate page on the Master Servicer’s website delineating 
information regarding the requirements a lender must satisfy to be eligible to participate in the Program. Lenders 
must complete an application process with the Master Servicer, including the payment of an application fee. Each 
Lender that satisfies the requirements of the Master Servicer and participates in the Program must execute a 
participation agreement with the Agency, which incorporates the Manual, and a participating lender agreement with 
the Master Servicer, which incorporates the Master Servicer’s lending manual by reference. Generally, Lenders that 
participate in the Program receive no advance commitment of funds. Rather, Lenders may request an individual 
commitment of loan funds via the internet by entering loan information in the Agency’s online loan purchase 
approval system, Enterprise Lending Center (“ELC”). Each commitment request is subject to a review of the 
Agency’s eligibility rules that are a part of ELC. If the information entered by the Lender meets the eligibility rules, 
the loan funds are then committed for each specific loan for a specific period. Should a specific loan ultimately be 
rejected or cancelled, the funds are available for use by another eligible borrower and Lender. There is no prescribed 
limit on the amount of funds that may be used by an individual participating Lender, subject to availability of funds. 

Lenders are not required to pay a reservation fee upon obtaining a commitment of funds through ELC. If 
the Master Servicer has not received a loan package pursuant to an individual commitment after 60 days, the 
Agency, at its option, may charge and, if so charged, the Lender must agree to pay an extension fee to maintain the 
individual commitment for a specified, extended period of time. Extension fees, if charged and not refunded, are 
deposited into the funds from which the loans or the Program Securities are purchased, either the Alternative Loan 
Fund or the Revenue Fund under the Bond Resolution.   
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Qualified Borrowers 

The Agency has established the maximum gross income for eligible borrowers under the Program based 
upon applicable federal law and Agency policy objectives. The maximum gross income of an eligible borrower 
under the Program is currently as follows: 

Household Size 
11-County Twin Cities 
Metropolitan Area* 

Dodge and Olmsted 
Counties Balance of State 

 1 or 2 Persons $103,400  $101,200  $91,800  

 3 or more Persons $118,900  $116,300  $105,500  
 
     
             *As used in this table, the “Twin Cities Metropolitan Area” comprises the following 11 counties: Anoka, Carver, 
Chisago, Dakota, Hennepin, Isanti, Ramsey, Scott, Sherburne, Washington, and Wright Counties. 
 

The Agency will apply the income limitations set forth in Section 143(f) of the Code to applicants for loans 
financed with proceeds of the Series Bonds. The Agency may revise the income limits for the loans from time to 
time to conform to State and federal law and Agency policy objectives. 

At the time a loan is made, the borrower must certify his or her intention to occupy the mortgaged property 
as his or her principal residence. 

Credit underwriting must be in compliance with FHA, VA, USDA Rural Development (formerly the Rural 
Housing and Community Development Service), Fannie Mae, Freddie Mac or the insuring private mortgage 
insurance company and the Master Servicer’s underwriting standards. 

Certain borrowers may be eligible for down payment and closing cost assistance, if needed for borrower 
qualification. (See “Deferred Payment Loans” and “Monthly Payment Loans” under “Other Programs” below.) 

Certain Fannie Mae Loan Product 

In May 2012, the Agency began offering the Fannie Mae HFA Preferred Risk Sharing loan product for 
borrowers who meet the qualifying guidelines. The HFA Preferred Risk Sharing loan product enabled eligible 
state housing finance agencies to deliver loans with up to 97 percent loan-to-value ratios without mortgage 
insurance. The loan product carried a higher Fannie Mae guarantee fee and the Agency had to agree to repurchase 
the loan if it becomes delinquent in the first 12 months and remains delinquent for four consecutive months 
thereafter, or if the loan is delinquent at the 12th month, does not become current and remains delinquent for four 
consecutive months thereafter. To date, Fannie Mae has requested that the Agency repurchase 24 loans. If those 
loans are Program Loans pooled into Program Securities, those Program Securities have the same Fannie Mae 
guaranty as other Fannie Mae Securities. 

Effective for loans with application dates in Fannie Mae’s underwriting system on and after September 5, 
2019, Fannie Mae only made the HFA Preferred Risk Sharing loan product available to borrowers whose 
qualifying income, as calculated pursuant to Fannie Mae’s underwriting standards, was not greater than 80 percent 
of area median income. Effective July 1, 2020, Fannie Mae no longer offers the HFA Preferred Risk Sharing 
loan product; the Agency ceased taking commitments for those loans on April 1, 2020. 

Uniform Mortgage-Backed Securities 

On June 3, 2019, Fannie Mae and Freddie Mac began issuing new, common, single mortgage-backed 
securities, formally known as the Uniform Mortgage-Backed Security (“UMBS”).  The UMBS finance the same 
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types of fixed-rate mortgages that currently back Fannie Mae Securities and Freddie Mac Securities and will 
continue to be guaranteed by either Fannie Mae or Freddie Mac depending upon which issues the UMBS.  The 
UMBS have characteristics similar to Fannie Mae Certificates and Freddie Mac will offer investors the opportunity 
to exchange existing Freddie Mac Securities for “mirror” UMBS backed by the same loans as the existing 
securities.  Proceeds of the Series Bonds will be to be used to purchase Program Securities, which include 
UMBS.  For purposes of this Official Statement, the term “Program Securities” includes UMBS.  

Program Loans 

Under the “whole loan” model utilized by the Agency until  2009, Program Loans were purchased from (1) 
Lenders including any bank, savings bank, credit union or mortgage company organized under the laws of 
Minnesota or the United States or nonprofit licensed by the State of Minnesota, and any mortgagee or lender 
approved or certified by the Secretary of Housing and Urban Development or by the Administrator of Veterans 
Affairs, or (2) any agency or instrumentality of the United States or the State. 

Subject to the right of the Agency to modify the terms of Program Loans (see Appendix C – Summary of 
Certain Provisions of the Bond Resolution – Program Loans; Modification of Terms) under applicable Series 
Resolutions, the Agency must take or require a Servicer to take all measures, actions and proceedings reasonably 
necessary and deemed by it to be most effective to recover the balance due on a Defaulted Program Loan, including 
the curing of the default by the Mortgagor, foreclosure of the Mortgage, acceptance of a conveyance in lieu of 
foreclosure, sale of the Mortgage, renting or selling the Home, collection of any applicable mortgage insurance or 
guaranty, and preservation of the title to and value of the Home pending recovery of the balance of the Defaulted 
Program Loan.  (See “State Laws Affecting Foreclosures” in Appendix D to this Official Statement.) 

Acquisition of Program Securities 

Under the “MBS” model, the Trustee, on behalf of the Agency, is to purchase mortgage-backed GNMA I 
and GNMA II-Custom Pool securities, guaranteed as to timely payment of principal of and interest by GNMA, 
mortgage-backed Fannie Mae Securities, guaranteed as to payment of principal and interest by Fannie Mae, and 
mortgage-backed Freddie Mac Securities, guaranteed as to payment by Freddie Mac (each a Program Security), each 
of which is backed by pools of mortgage loans that have been made by Lenders to qualified borrowers to finance the 
purchase of single family residential housing located in the State, in accordance with the Servicing Agreement, the 
Participation Agreements, the Manual and other Program documents. For additional information regarding GNMA, 
Fannie Mae, Freddie Mac, Program Securities and the Master Servicer, see Appendix I to this Official Statement. 

 During the Delivery Period, the Master Servicer is to acquire Program Loans from Lenders and pool the 
Program Loans into Program Securities as provided in the Servicing Agreement. The Trustee is to disburse moneys 
from the 2020 Series H-I Acquisition Account for the acquisition of Program Securities pursuant to the Servicing 
Agreement. The Trustee is to pay the Master Servicer an amount equal to between 101.5 percent and 103.5 percent 
of the principal amount of each Program Security acquired from the Master Servicer, plus accrued interest, if any, 
and any applicable fees or charges payable to a Federal Mortgage Agency and not paid by the mortgagor. 

The Agency may at any time transfer any proceeds of the Series Bonds in the 2020 Series H-I Acquisition 
Account to the Bond Redemption Fund to be applied to the redemption of Series Bonds. In addition, the Agency will 
transfer any remaining proceeds of the Series Bonds in the 2020 Series H-I Acquisition Account to the Bond 
Redemption Fund to be applied to the redemption of Series Bonds at the end of the Delivery Period; provided that 
the Agency may (instead of redeeming Series Bonds from unexpended proceeds) extend the Delivery Period with 
respect to all or any portion of the unexpended amounts remaining in the 2020 Series H-I Acquisition Account, for 
the period or periods as the Agency determines consistent with the final sentence of this paragraph, but only if the 
Agency has delivered to the Trustee on or prior to the expiration of the then-current Delivery Period an Agency 
Certificate (i) designating the new ending date for the Delivery Period, (ii) certifying that the Agency has received a 
Cash Flow Certificate and a Parity Certificate confirmed by an investment banking firm, financial consulting firm or 
accounting firm, in each case nationally recognized with respect to the cash-flow analysis of qualified mortgage 
bonds, that shows that the extension will not adversely affect the availability of Revenues sufficient to make timely 
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payment of principal of and interest on the Outstanding Bonds in the current and each subsequent Fiscal Year, and 
that at all times the assets of the Program will equal or exceed the liabilities of the Program, which Cash Flow 
Certificate and Parity Certificate must accompany the Agency Certificate; (iii) certifying that, to the extent 
necessary to satisfy the requirements of the Cash Flow Certificate and each Rating Agency then rating the Bonds, an 
Investment Obligation has been arranged for investment of amounts in the 2020 Series H-I Acquisition Account to a 
date not earlier than the ending date of the extended Delivery Period; (iv) designating the amount of any additional 
deposits required by the Cash Flow Certificate, the Parity Certificate and each Rating Agency then rating the Bonds 
to be made into funds held under the Resolutions in connection with that extension, which deposits must be made on 
or before the date of expiration of the then-current Origination Period and only from the Agency’s funds; and (v) 
certifying that the Agency has notified each Rating Agency then rating the Bonds that the extension is being planned 
and has provided copies of the Cash Flow Certificate and Parity Certificate to each Rating Agency then rating the 
Bonds, together with any other documentation as each Rating Agency then rating the Bonds may request, and has 
received written confirmation that the Rating of Outstanding Bonds will not be impaired by the extension of the 
Delivery Period. On any date or dates subsequent to any extension of the Delivery Period, the Agency may transfer 
any unexpended proceeds relating to the Series Bonds remaining in the 2020 Series H-I Acquisition Account to the 
Bond Redemption Fund to be applied to redemption of Series Bonds. At the end of the Delivery Period, including 
any extension thereof, the Trustee is to transfer all amounts relating to the Series Bonds remaining in the 2020 Series 
H-I Acquisition Account to the Bond Redemption Fund to be applied to the redemption of Series Bonds. The 
Delivery Period may not be extended beyond the date set forth in the definition under “Certain Defined Terms” in 
Appendix C to this Official Statement. 

The Agency may participate each Program Security between different sources of funds of the Agency, so 
long as the interest of each has equal priority as to lien in proportion to the amount of the Program Security secured, 
but those interests need not be equal as to interest rate. 

Qualified Real Property 

Program Loans may finance the purchase of residential property in Minnesota on which is located an 
owner-occupied one or two-family dwelling, or an owner-occupied residential unit in a condominium, townhouse or 
planned unit development. 

The Agency has established maximum purchase prices under the Program pursuant to the requirements of 
applicable federal law. The maximum purchase prices for both one and two-family homes currently are as follows: 

 

If the property to be 
mortgaged is located in: 

 

 

Twin Cities Metropolitan Area $340,000 

Balance of State $294,600 

 

The Agency may revise the maximum purchase prices from time to time to conform to applicable State and 
federal law and Agency policy objectives.  

Targeted Areas 

Pursuant to applicable federal tax law, targeted areas have been established for the Program. Targeted areas 
consist of certain census tracts in the State in which 70 percent of the families have an annual income of 80 percent 
or less of the statewide median income or areas determined by the State and approved by the Secretary of the 
Treasury of the United States and the Secretary of the United States Department of Housing and Urban 

Page 99 of 210



32 
 
 
 
 

Development to be areas of chronic economic distress (the “Targeted Areas”). The Agency will make available the 
required amount of the proceeds of the Series Bonds for the financing of loans for the purchase of residences located 
in Targeted Areas and will advertise the availability of those funds for loans in Targeted Areas. The Agency is also 
required to exercise reasonable diligence in seeking to finance residences in Targeted Areas. Absent any 
determination by the Agency that further availability of the proceeds of the Series Bonds is required by federal law, 
any moneys remaining unused may be made available to finance the purchase of residences located anywhere within 
the State, or may be used to redeem Bonds. 

Servicing of Program Loans 

Under the Program, the Agency has set forth requirements for the servicing and accounting of Program 
Loans in a Servicing Manual. Each Servicer must maintain at all times a fidelity bond and an errors and omissions 
policy issued by a company having a current rating in Best’s Insurance Reports of A/AAA or better. Servicers are 
required to ensure that mortgagors maintain on each home a hazard insurance policy providing fire and extended 
coverage equal to or greater than that customary in the geographic area in which the home is located. Servicers are 
required to advise the Agency if a home is exposed to a risk not otherwise covered by the hazard insurance policy 
and the Agency may require additional coverage. 

The Agency requires its Servicers to supply reports and other data sufficient to reconcile the transactions 
within its loan portfolio. Servicers remit mortgage collections daily to the Trustee. The Agency may, at any time, 
terminate a servicing agreement and re-assign servicing. Under the Program, Servicers will receive as compensation 
a monthly servicing fee not to exceed 0.375 percent/12 of the outstanding principal amount of Program Loans they 
service.  

The Agency has established specific requirements for Servicers regarding the procedures to be followed in 
cases involving delinquencies. In addition to a monthly report requirement, Servicers are required, by following the 
Agency’s procedures, to bring a delinquency current in the shortest practicable time. Servicers use the following 
tools in an effort to bring delinquencies current: borrowers may be referred to foreclosure prevention counselors, 
Servicers may, in some cases, accept partial payments, set up repayment plans with borrowers, enter into 
forbearance agreements, modify the delinquent loan, approve a short sale and accept a deed-in-lieu of foreclosure. 
The Agency has significant flexibility under the Bond Resolution to modify the terms of a loan, including interest 
rate reductions, extension of loan term and principal forgiveness. (See “Security for the Bonds—Modification of 
Terms of Program Loans” in this Official Statement.) 

Servicing of Program Securities 

A servicer of mortgage loans backing a Program Security must be a GNMA, Fannie Mae and Freddie Mac 
approved servicer experienced in servicing pools of mortgage loans for GNMA, Fannie Mae and Freddie Mac under 
their respective guaranteed mortgage-backed securities programs and be subject to the standards set forth in the 
GNMA Servicer’s Guide, the Fannie Mae Single Family Selling and Servicing Guide and the Freddie Mac 
guidelines.  

The Agency has entered into the Servicing Agreement with the Master Servicer to service mortgage loans 
backing Program Securities. For additional information regarding the Master Servicer, see Appendix I to this 
Official Statement. The 2020 Series Resolutions provide that in the event the Servicing Agreement is cancelled or 
terminated for any reason, the Agency must proceed with due diligence to procure a successor Master Servicer, 
subject to the provisions of the Servicing Agreement and the requirements of each applicable Federal Mortgage 
Agency. During the period necessary to obtain that successor, the Trustee will, subject to the approval of the 
applicable Federal Mortgage Agency, cause to be performed the duties and responsibilities of the Master Servicer, 
under the Servicing Agreement and will be compensated therefor, in addition to the compensation payable to it 
under the Resolutions or any other instrument, in the same manner and amounts as provided under the Servicing 
Agreement. 
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Applicable Federal Law Mortgage Eligibility Requirements 

Applicable federal law imposes significant limitations on the financing of mortgage loans on owner 
occupied one- to four-family residences with the proceeds of a qualified mortgage bond issue, such as the Series 
Bonds. (See “Tax Exemption and Related Considerations.”) 

Mortgage Loan Portfolio and Acquired Program Securities 

As of September 30, 2020, the Agency had outstanding Program Loans receivable of $[331,877,000] gross, 
which were financed from the proceeds of Bonds. There are no uncommitted proceeds from previous bond sales 
under the Bond Resolution available for commitment. Certain information relating to mortgage insurance, 
delinquency and foreclosure statistics and payment forbearances requested and granted pursuant to the CARES Act 
for the single family mortgage whole loan portfolio funded by Bonds is contained in Appendix G to this Official 
Statement. 

In addition, as of September 30, 2020, the following Program Securities (comprised of GNMA Securities, 
Fannie Mae Securities and Freddie Mac Securities) were pledged to secure Outstanding Bonds under the Bond 
Resolution [UPDATE}:       

 Principal Amount 
   Outstanding  Percentage 

GNMA II $745,039,000    54.61% 
GNMA I 95,281,000      6.98 
FNMA 460,313,000    33.74 
FHLMC 63,782,000      4.67 
Total $1,364,415,000  100.00% 

 
OTHER PROGRAMS 

In addition to the Program funded from the proceeds of the Bonds, the Agency offers other housing 
programs that provide loans for the purchase or improvement of single family housing and the acquisition, 
construction or rehabilitation of multifamily rental housing in the State. The assets devoted to these programs are 
briefly described in the Notes to the Financial Statements in Appendix A-1 to this Official Statement. 

For example, as of September 30, 2020, the Homeownership Finance Bond Fund had $[1,605,652,000] in 
outstanding principal amount of mortgage-backed securities, which were financed from the proceeds of the 
Agency’s homeownership finance bonds. As of September 30, 2020, the Agency had outstanding home 
improvement loans receivable of $[70,678,000] gross. None of these loans secure or are available for the payment 
of principal of or interest on the Bonds. 

Step Up Program 

The Agency has initiated its Step Up program in 2012 under which the Agency purchases mortgage loans 
made to mortgagors who do not qualify for its Start Up Program, including in connection with refinancing of an 
existing mortgage loan. Down payment and closing cost assistance is available under the Step Up Program as 
described under “Monthly Payment Loans” below. The Agency causes Step Up mortgage loans to be securitized and 
then sold on the secondary market or retained in the Agency’s portfolio. 

Deferred Payment Loans 

The Agency has established The Deferred Payment Loan Program, a Homeownership Assistance Fund 
program funded by State appropriations. Under The Deferred Payment Loan Program there are two options:  the 
Deferred Payment Loan and the Deferred Payment Loan Plus. The Alternative Loan Fund within the Bond 

Page 101 of 210



34 
 
 
 
 

Resolution is also a source of funding for these loans. A loan originated under either of these options is a junior lien 
loan from the Agency to the mortgagor. 

Mortgagors who meet program income and liquid asset limits, and who do not have sufficient cash for 
down payment and closing costs, are eligible for a Deferred Payment Loan in an amount of up to $10,000.  

Mortgagors who meet the requirements for a Deferred Payment Loan and additional targeting criteria are 
eligible for a Deferred Payment Loan Plus in an amount of up to $13,000.  In addition to down payments and closing 
costs, mortgagors may use the funds to write down the senior lien loan principal. 

Down payment and closing cost assistance under either of these options is an interest-free, deferred loan 
that is due on sale or transfer or when the property is no longer occupied by the mortgagor. 

Program Loans backing Program Securities made or purchased from the proceeds of a Series of Bonds may 
or may not be accompanied by either of The Deferred Payment Loan Program options. The Agency has not pledged 
the Homeownership Assistance Fund to the payment of principal or interest on Outstanding Bonds and it is not 
available for that purpose. Amounts on deposit in the Alternative Loan Fund are available for the payment of 
principal of or interest on the Bonds and other debt of the Agency, but are not pledged to payment of Outstanding 
Bonds or other debt. 

Monthly Payment Loans 

In connection with the introduction of the Start Up program and the Step Up program, the Agency added 
another down payment and closing cost loan option, the Monthly Payment Loan. A Monthly Payment Loan is a 
junior lien loan made by the Agency. The interest-bearing, amortizing loan has a ten-year term with an interest rate 
equal to the interest rate of the applicable first mortgage. Borrowers can receive a Monthly Payment Loan in an 
amount up to $17,000. 

TAX EXEMPTION AND RELATED CONSIDERATIONS 

The Code establishes certain requirements that must be met subsequent to the issuance of the Series Bonds 
in order that interest thereon be and remain excludable from gross income for federal income tax purposes. Failure 
to comply with those requirements could cause the interest on the Series Bonds to be includable in gross income 
retroactive to their date of original issuance. The requirements of the Code include provisions that restrict the yield 
and set forth other limitations within which the proceeds made available upon the issuance of the Series Bonds are to 
be invested, including mortgage eligibility requirements, and require that certain investment earnings be rebated on a 
periodic basis to the United States Treasury. 

Section 143 of the Code imposes significant limitations on the financing of single-family mortgage loans 
that are applicable to the Series Bonds. The Agency will covenant, as described below, that the Program Loans 
financed by the proceeds made available upon the issuance of the Series Bonds will satisfy these requirements, 
including, but not limited to, the borrower income and purchase price limitations of Section 143 of the Code. 

Under the Code, the following requirements must be met with respect to each Program Loan financed, in 
whole or in part, with proceeds of the Series Bonds: (a) the residence being financed must reasonably be expected 
by the Agency to become the principal residence of the mortgagor within a reasonable time after the financing is 
provided, must not be intended primarily or expected to be used in a trade or business and may not be used as an 
investment property or as a recreational home; (b) subject to certain exceptions, at least 95 percent of the lendable 
proceeds of an issue must be used to finance residences of borrowers who have not had a present ownership interest 
in a principal residence during the three-year period prior to the date on which the mortgage is executed; (c) the 
acquisition cost of the residence must not exceed certain limitations; (d) all mortgages must be made to borrowers 
whose income does not exceed certain limitations; (e) except in certain limited circumstances, proceeds may not be 
applied to acquire or replace an existing mortgage; and (f) if assumable in accordance with its terms, a mortgage 
may not be assumed unless requirements (a) through (d) above are met. 
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An issue of bonds is treated as meeting the mortgage eligibility requirements of the Code only if the issuer 
in good faith attempts to meet all of the mortgage eligibility requirements before the mortgages are executed and any 
failure to comply with the mortgage eligibility requirements is corrected within a reasonable period after that failure 
is first discovered. In addition, 95 percent or more of the proceeds of the issue used to make loans must be used to 
finance residences that met all those requirements at the time the loans were executed. In determining whether 95 
percent of the proceeds have been so used, the issuer is entitled to rely on an affidavit of the mortgagor and of the 
seller and on the mortgagor’s income tax returns filed with the Internal Revenue Service for the three years 
preceding the date the mortgage is executed even though the relevant information in those affidavits and returns 
should ultimately prove to be untrue, unless the issuer or its agent knows or has reason to believe that the 
information is false. If the relevant information in the affidavits obtained in connection with any loan is discovered 
to be untrue, however, the correction still must be made within a reasonable period. 

The Agency has included provisions in the Resolutions, its procedural manuals (including the Manual) 
(collectively, the “Manuals”) and other relevant documents, and has established procedures (including receipt of 
certain affidavits and representations from Lenders, mortgagors and others respecting the mortgage eligibility 
requirements) in order to ensure compliance with the mortgage eligibility requirements and other requirements of 
the Code relating to nonmortgage investments that must be met subsequent to the date of issuance of the Series 
Bonds. The Agency has covenanted in the Resolutions to do all things necessary to assure that interest paid on the 
Series Bonds will be excludable from gross income for federal tax purposes under current law. Under the Code, 
certain requirements must be met subsequent to the delivery of the Series Bonds to ensure that interest on the Series 
Bonds is not included in gross income. The Agency believes that the procedures and documentation requirements 
established for the purpose of fulfilling its covenant are sufficient to ensure that the proceeds of the Series Bonds 
will be applied in accordance with the Code. 

Backup Withholding 

As a result of the enactment of the Tax Increase Prevention and Reconciliation Act of 2005, interest on tax-
exempt obligations such as the Series Bonds is subject to information reporting in a manner similar to interest paid 
on taxable obligations. Backup withholding may be imposed on payments made to any bondholder who fails to 
provide certain required information, including an accurate taxpayer identification number, to any person required to 
collect that information pursuant to Section 6049 of the Code. The new reporting requirement does not, in and of 
itself, affect or alter the excludability of interest on the Series Bonds from gross income for federal tax purposes or 
any other federal tax consequences of purchasing, holding or selling tax-exempt obligations. 

Opinion of Bond Counsel 

In the opinion of Kutak Rock LLP, Bond Counsel, to be delivered, with respect to the Series Bonds, on the 
date of issuance of the Series Bonds, assuming the accuracy of certain representations and continuing compliance by 
the Agency with certain covenants, under existing laws, regulations, rulings and judicial decisions, interest payable 
on the Series Bonds is not includable in gross income of the owners thereof for federal income tax purposes, except 
as hereafter described. Bond Counsel is of the opinion that (i) interest on the 2020 Series H Bonds will be treated as 
an item of tax preference in calculating the alternative minimum tax imposed under the Code and (ii) interest on the 
2020 Series I Bonds will not be treated as an item of tax preference in calculating the alternative minimum tax 
imposed under the Code. 

In addition, in the opinion of Bond Counsel, interest on the Series Bonds is not includable in the taxable net 
income of individuals, trusts and estates for State income tax purposes. Interest on the Series Bonds is includable in 
the income of corporations and financial institutions for purposes of the State franchise tax. Interest on the 2020 
Series I Bonds is not includable in the State alternative minimum taxable income of individuals, estates and trusts. 

A form of the Bond Counsel opinion with respect to the Series Bonds is attached hereto as Appendix F. 

Although Bond Counsel is rendering an opinion that the interest on the Series Bonds, as described above, is 
not included in gross income for federal, and in some cases, State, income tax purposes, the accrual or receipt of 
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interest on the Series Bonds may otherwise affect the federal and state income tax liability of the recipient. The 
extent of these other tax consequences will depend upon the recipient’s particular tax status or other items of income 
or deduction. Bond Counsel expresses no opinion regarding any those consequences. Purchasers of the Series 
Bonds, particularly purchasers that are corporations (including S corporations and foreign corporations operating 
branches in the United States), property or casualty insurance companies, banks thrifts or other financial institutions 
or recipients of Social Security or railroad retirement benefits, taxpayers otherwise entitled to claim earned income 
credit and taxpayers who may be deemed to have incurred (or continued) indebtedness to purchase or carry tax-
exempt obligations are advised to consult their tax advisors as to the tax consequences of purchasing, holding or 
selling the Series Bonds. 

Tax Treatment of Premium on PAC Term Bonds 

The PAC Term Bonds are expected to be sold at a premium. An investor that acquires a PAC Term Bond 
for a cost greater than its remaining stated redemption price at maturity and holds the PAC Term Bond as a capital 
asset will be considered to have purchased the PAC Term Bond at a premium and, under Section 171 of the Code, 
must generally amortize that premium under the constant yield method. Except as may be provided by regulation, 
amortized premium will be allocated among, and treated as an offset to, interest payments. The basis reduction 
requirements of Section 1016(a)(5) of the Code apply to amortizable bond premium that reduces interest payments 
under Section 171 of the Code. Regulations have been issued dealing with certain aspects of federal income tax 
treatment of bond premium, but those regulations do not fully address the method to be used to amortize bond 
premium on obligations such as the PAC Term Bonds. Therefore, investors should consult their tax advisors 
regarding the tax consequences of amortizing bond premium. 

Certain State Tax Legislation 

The State, like many other states, generally taxes interest on obligations of governmental issuers in other 
states. In 1995, the State enacted a statement of intent, codified at Minn. Stat. § 289A.50, subd. 10, that interest on 
obligations of State governmental units and Indian tribes be included in the net income of individuals, estates and 
trusts for State income tax purposes if a court determines that the State’s exemption of that interest and its taxation 
of interest on obligations of governmental issuers in other states unlawfully discriminates against interstate 
commerce. This provision applies to taxable years that begin during or after the calendar year in which any court 
decision becomes final, irrespective of the date upon which the obligations were issued. 

On May 19, 2008 the U.S. Supreme Court held in Department of Revenue of Kentucky v. Davis that 
Kentucky’s taxation of interest on bonds issued by other states and their political subdivisions, while exempting 
from taxation interest on bonds issued by the Commonwealth of Kentucky or its political subdivision, does not 
impermissibly discriminate against interstate commerce under the Commerce Clause of the U.S. Constitution. In a 
footnote, however, the Court stated that it had not addressed whether differential treatment of “so-called ‘private-
activity,’ ‘industrial-revenue,’ or ‘conduit’ bonds . . . used to finance projects by private entities” violate the 
Commerce Clause, adding that “we cannot tell with certainty what the consequences would be of holding that 
Kentucky violates the Commerce Clause by exempting such bonds; we must assume that it could disrupt important 
projects that the States have deemed to have public purposes. Accordingly, it is best to set this argument aside and 
leave for another day any claim that differential treatment of interest on private-activity bonds should be evaluated 
differently from the treatment of municipal bond interest generally.”  

The Series Bonds are “private activity bonds” even though they finance individual residential mortgages, 
not projects by private entities. Since the Supreme Court’s opinion left open the possibility of a challenge to the 
State’s differential treatment of the interest on private activity bonds issued in other states, the Agency cannot 
predict the outcome of any challenge. If the State’s treatment of those bonds were held to unlawfully discriminate 
against interstate commerce, the court making the finding would have to decide upon a remedy for the tax years at 
issue in the case. Even if the remedy applied to those years preceding the decision were to exempt other states’ bond 
interest rather than to tax State bond interest, application of the 1995 statute to subsequent years could cause interest 
on the Series Bonds to become taxable by the State and the market value of the Series Bonds to decline. 
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Changes in Federal and State Tax Law 

From time to time, there are legislative proposals in the Congress and in the states that, if enacted, could 
alter or amend the federal and state tax matters referred to above, prevent owners of the Series Bonds from realizing 
the full current benefit of the tax treatment of the Series Bonds or adversely affect the market value of the Series 
Bonds. It cannot be predicted whether or in what form any proposal might be enacted or whether, if enacted, it 
would apply to bonds issued prior to enactment. In addition, regulatory actions are from time to time announced or 
proposed and litigation is threatened or commenced which, if implemented or concluded in a particular manner, 
could adversely affect the market value of the Series Bonds. It cannot be predicted whether any regulatory action 
will be implemented, how any particular litigation or judicial action will be resolved, or whether the Series Bonds or 
the market value thereof would be impacted thereby. Purchasers of the Series Bonds should consult their tax 
advisors regarding any pending or proposed legislation, regulatory initiatives or litigation. The opinions expressed 
by Bond Counsel are based upon existing legislation and regulations as interpreted by relevant judicial and 
regulatory authorities as of the date of issuance and delivery of the Series Bonds and Bond Counsel has expressed no 
opinion as of any date subsequent thereto or with respect to any pending legislation, regulatory initiatives or 
litigation. 

LITIGATION 

There is not now pending or, to the best knowledge of the officers of the Agency, overtly threatened any 
litigation against the Agency seeking to restrain or enjoin the sale, issuance, execution or delivery of the Series 
Bonds, or in any manner questioning or affecting the validity of the Series Bonds or the proceedings or authority 
pursuant to which they are to be issued and sold. 

The Agency is a party to various litigations arising in the ordinary course of business. While the ultimate 
effect of those actions cannot be predicted with certainty, the Agency expects that the outcome of these matters will 
not result in a material adverse effect on the financial position or results of operations of the Agency. 

LEGAL MATTERS 

The validity of, and the tax exemption of interest on, the Series Bonds are subject to the opinions of Kutak 
Rock LLP, Bond Counsel. The opinion of Bond Counsel will be provided in substantially the form set forth in 
Appendix F attached hereto. Certain legal matters will be passed upon for the Underwriters by their counsel, Dorsey 
& Whitney LLP. 

RATINGS 

The Series Bonds are rated “  ” by Moody’s Investors Service, Inc. (“Moody’s”), and “     ” by S&P Global 
Ratings, a division of Standard & Poor’s Financial Services LLC (“S&P”).  The ratings reflect only the views of the 
applicable rating agency, and an explanation of the significance of that rating may be obtained only from the rating 
agency and its published materials. The ratings described above are not a recommendation to buy, sell or hold the 
Series Bonds. There can be no assurance that any rating will continue for any given period of time or that it will not 
be revised downward or withdrawn entirely if, in the judgment of the rating agency, circumstances so warrant. 
Therefore, after the date hereof, investors should not assume that those ratings are still in effect. A downward 
revision or withdrawal of either rating is likely to have an adverse effect on the market price and marketability of the 
Series Bonds. The Agency has not assumed any responsibility either to notify the owners of the Series Bonds of any 
proposed change in or withdrawal of any rating subsequent to the date of this Official Statement, except in 
connection with the reporting of events as provided in the Continuing Disclosure Undertaking (see Appendix B to 
this Official Statement), or to contest any revision or withdrawal. 
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FINANCIAL ADVISOR 

 CSG Advisors Incorporated (the “Financial Advisor”) is serving as financial advisor to the Agency with 
respect to the planning, structuring and sale of the Series Bonds. The Financial Advisor assisted in the preparation of 
this Official Statement and in other matters relating to the planning, structuring and issuance of the Series Bonds and 
provided other advice to the Agency. The Financial Advisor does not underwrite or trade bonds and will not engage 
in any underwriting activities with regard to the issuance and sale of the Series Bonds. The Financial Advisor is not 
obligated to undertake, and has not undertaken to make, an independent verification, or to assume responsibility for 
the accuracy, completeness or fairness, of the information contained in this Official Statement and is not obligated to 
review or ensure compliance with continuing disclosure undertakings. 

UNDERWRITING 

RBC Capital Markets, LLC, Piper Sandler & Co., Wells Fargo Bank, National Association and J.P. Morgan 
Securities LLC (collectively, the “Underwriters”) will purchase from the Agency, and the Agency will sell to the 
Underwriters, all of the Series Bonds for the public offering prices stated on the inside front cover of this Official 
Statement. The Agency will pay the Underwriters a fee of $______________ with respect to their purchase of the 
Series Bonds. The Underwriters may offer and sell the Series Bonds to certain dealers and certain dealer banks at 
prices lower than those public offering prices. 

Each of the Underwriters and their respective affiliates are full service financial institutions engaged in 
various activities,  which may include securities trading, commercial and investment banking, financial advisory, 
investment management, principal investment, hedging, financing and brokerage activities.  Each of the 
Underwriters and their respective affiliates may have, from time to time, performed and may in the future perform, 
various investment banking services for the Agency, for which they may have received or will receive customary 
fees and expenses.  In the ordinary course of their various business activities, each of the Underwriters and their 
respective affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or 
related derivative securities) and financial instruments (which may include bank loans and/or credit default swaps) 
for their own account and for the accounts of their customers and may at any time hold long and short positions in 
those securities and instruments.  Those investment and securities activities may involve securities and instruments 
of Agency. 

Wells Fargo Bank, National Association, acting through its Municipal Finance Group ("WFBNA"), one of 
the underwriters of the Series Bonds, has entered into an agreement (the "WFA Distribution Agreement") with its 
affiliate, Wells Fargo Clearing Services, LLC (which uses the trade name “Wells Fargo Advisors”) ("WFA"), for the 
distribution of certain municipal securities offerings, including the Series Bonds. Pursuant to the WFA Distribution 
Agreement, WFBNA will share a portion of its underwriting or remarketing compensation, as applicable with 
respect to the Series Bonds with WFA. WFBNA also entered into an agreement (the “WFSLLC Distribution 
Agreement”) with its affiliate, Wells Fargo Securities, LLC (“WFSLLC”), for the distribution of municipal 
securities offerings, including the Series Bonds. Pursuant to the WFSLLC Distribution Agreement, WFBNA pays a 
portion of WFSLLC’s expenses based on its municipal securities transactions. WFBNA, WFSLLC, and WFA are 
each wholly-owned subsidiaries of Wells Fargo & Company (“WFC”). 

Wells Fargo Securities is the trade name for certain securities-related capital markets and investment 
banking services of WFC and its subsidiaries, including WFBNA, which conducts its municipal securities sales, 
trading and underwriting operations through the Wells Fargo Bank, NA Municipal Finance Group, a separately 
identifiable department of WFBNA, registered with the Securities and Exchange Commission as a municipal 
securities dealer pursuant to Section 15B(a) of the Securities Exchange Act of 1934.  

WFBNA is also serving as Trustee for the Series Bonds. WFBNA will be compensated separately for 
serving in each capacity.  

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the Series Bonds, has entered into 
negotiated dealer agreements (each, a “Dealer Agreement”) with each of Charles Schwab & Co., Inc. (“CS&Co.”) 
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and LPL Financial LLC (“LPL”) for the retail distribution of certain securities offerings at the original issue prices. 
Pursuant to each Dealer Agreement, each of CS&Co. and LPL may purchase Series Bonds from JPMS at the 
original issue price less a negotiated portion of the selling concession applicable to any Series Bonds that that firm 
sells. 

MISCELLANEOUS 

This Official Statement is submitted in connection with the offering of the Series Bonds and may not be 
reproduced or used, as a whole or in part, for any other purpose. Any statements made or incorporated in this 
Official Statement involving matters of opinion or estimates, whether or not expressly so stated, are set forth as 
opinion or estimates and not as representations of fact. This Official Statement is not to be construed as a contract or 
agreement between the Agency and the purchasers or owners of any of the Series Bonds. 

The execution and delivery of this Official Statement have been duly authorized by the Agency. 

MINNESOTA HOUSING FINANCE AGENCY 
 
 
 
 
 
 
By                                                                      
                       Commissioner 

Dated:  __, 2020.
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AUDITED FINANCIAL STATEMENTS OF THE AGENCY 
FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
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APPENDIX A-2 

 
FINANCIAL STATEMENTS OF CERTAIN FUNDS OF THE AGENCY 

(EXCLUDING STATE APPROPRIATED AND FEDERAL APPROPRIATED FUNDS)  

AS OF SEPTEMBER 30, 2020  

AND FOR THE THREE MONTHS THEN ENDED (UNAUDITED) 

 

AS PREPARED BY THE AGENCY’S ACCOUNTING DEPARTMENT 
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APPENDIX B 
 

SUMMARY OF CONTINUING DISCLOSURE UNDERTAKING 
 

The following statements are extracted provisions of the Continuing Disclosure Undertaking to be executed 
by the Agency in connection with the issuance of the Series Bonds. 

Purpose   

This Disclosure Undertaking is executed and delivered by the Agency for the benefit of the holders and 
owners (the “Bondowners” or “Owners”) and the Beneficial Owners of the Series Bonds and in order to assist the 
Participating Underwriter in complying with the requirements of the Rule. There is no obligated person other than 
the Agency that is a party to the Disclosure Undertaking. 

Definitions 

In addition to the definitions set forth in the Resolutions, which apply to any capitalized term used in this 
Disclosure Undertaking, the following capitalized terms shall have the following meanings: 

 “Annual Financial Information” means the following financial information and operating data (in 
addition to Audited Financial Statements): information about the outstanding principal amounts and types 
of Program Securities pledged to the payment of Bonds outstanding under the Bond Resolution as the end 
of that fiscal year of a type substantially similar to that under the heading “The Residential Housing 
Finance Program—Mortgage Loan Portfolio and Acquired Program Securities” in the Official Statement; 
information of the type set forth in Appendix G to the Official Statement relating to mortgage insurance, 
delinquency and foreclosure statistics and, so long as applicable, payment forbearances received and 
granted pursuant to the CARES Act for the single family mortgage whole loan portfolio funded by Bonds; 
information of the type set forth in Appendix H to the Official Statement relating to liquidity facilities for 
outstanding Bonds; and information under the heading “Security for the Bonds – Investment Obligations” 
in the Official Statement concerning funds held in respect of Bonds under the Bond Resolution in 
investment agreements. 

 “Annual Financial Information Disclosure” means the dissemination of disclosure concerning 
Annual Financial Information and the dissemination of the Audited Financial Statements as described 
under “Annual Financial Information Disclosure” herein. 

“Audited Financial Statements” means the audited financial statements of the Agency, prepared 
pursuant to the standards and as described under the caption “Annual Financial Information Disclosure.” 

“Beneficial Owners” means (1) in respect of a Series Bond subject to a book-entry-only 
registration system, any person or entity that (a) has the power, directly or indirectly, to vote or consent 
with respect to, or to dispose of ownership of, that Series Bond (including persons or entities holding Series 
Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of the Series 
Bond for federal income tax purposes, and that person or entity provides to the Trustee evidence of that 
beneficial ownership in form and substance reasonably satisfactory to the Trustee; or (2) in respect of a 
Series Bond not subject to a book-entry-only registration system, the registered owner or owners thereof 
appearing in the bond register maintained by the Trustee, as Registrar. 

“CARES Act” means the Coronavirus Aid, Relief, and Economic Security Act (CARES Act), 
signed into law on March 27, 2020. 

“Commission” means the Securities and Exchange Commission. 

 “Exchange Act” means the Securities Exchange Act of 1934, as amended. 

“Financial Obligation” means a (i) debt obligation, (ii) derivative instrument entered into in 
connection with, or pledged as security or a source of payment for, an existing or planned debt obligation, 
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or, (iii) guarantee of either (i) or (ii).  The term “Financial Obligation” shall not include municipal 
securities as to which a final official statement has been provided to the MSRB pursuant to the Rule. 

“Listed Event” means the occurrence of any of the events with respect to the Series Bonds set forth 
below: 

1. Principal and interest payment delinquencies; 

2. Nonpayment-related defaults, if material; 

3. Unscheduled draws on debt service reserves reflecting financial difficulties; 

4. Unscheduled draws on credit enhancements reflecting financial difficulties; 

5. Substitution of credit or liquidity providers, or their failure to perform; 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices or determinations with respect to the tax status of the security, or other 
material events affecting the tax status of the security; 

7. Modifications to rights of security holders, if material; 

8. Bond calls, if material, and tender offers; 

9. Defeasances; 

10. Release, substitution or sale of property securing repayment of the securities, if material; 

11. Rating changes; 

12. Bankruptcy, insolvency, receivership or similar event of the Agency (within the meaning 
of the Rule); 

13. The consummation of a merger, consolidation or acquisition involving the Agency or the 
sale of all or substantially all of the assets of the Agency, other than in the ordinary 
course of business, the entry into a definitive agreement to undertake such an action or 
the termination of a definitive agreement relating to any actions, other than pursuant to its 
terms, if material; 

14. Appointment of a successor or additional trustee or the change of name of a trustee, if 
material; 

15. Incurrence of a Financial Obligation of the Agency, if material, or agreement to 
covenants, events of default, remedies, priority rights, or other similar terms of a 
Financial Obligation of the Agency, any of which affect security holders, if material; and 

16. Default, event of acceleration, termination event, modification of terms, or other similar 
events under the terms of a Financial Obligation of the Agency, any of which reflect 
financial difficulties. 

“Listed Events Disclosure” means dissemination of a notice of a Listed Event as described under 
the heading “Listed Events Disclosure” in this Appendix B. 

“MSRB” means the Municipal Securities Rulemaking Board. 

“Participating Underwriter” means each broker, dealer or municipal securities dealer acting as an 
underwriter in any primary offering of the Series Bonds. 
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“Prescribed Form” means, with regard to the filing of Annual Financial Information, Audited 
Financial Statements and notices of Listed Events with the MSRB at www.emma.msrb.org (or another 
address or addresses as the MSRB may from time to time specify), the electronic format, accompanied by 
the identifying information, as shall have been prescribed by the MSRB and which shall be in effect on the 
date of filing of that information. 

“Rule” means Rule 15c2-12 adopted by the Commission under the Exchange Act, as the same 
may be amended from time to time. 

 “Undertaking” means the obligations of the Agency described under the headings “Annual 
Financial Information Disclosure” and “Listed Events Disclosure” in this Appendix B. 

Annual Financial Information Disclosure 

The Agency shall disseminate the Annual Financial Information and the Audited Financial Statements (in 
the form and by the dates set forth below) for each fiscal year of the Agency, commencing with the fiscal year 
ending June 30, 2021, by one of the following methods: (i) the Agency may deliver that Annual Financial 
Information and the Audited Financial Statements to the MSRB within 120 days of the completion of the Agency’s 
fiscal year or (ii) delivery of an Official Statement of the Agency to the MSRB within 120 days of the completion of 
the Agency’s fiscal year, but only to the extent that Official Statement includes that Annual Financial Information 
and Audited Financial Statements. 

The Agency shall deliver the information in Prescribed Form and by the time so that those entities receive 
the information by the dates specified. 

If any part of the Annual Financial Information can no longer be generated because the operations to which 
it is related have been materially changed or discontinued, the Agency shall disseminate a statement to that effect as 
part of its Annual Financial Information for the year in which such event first occurs. 

If any amendment is made to this Disclosure Undertaking, the Annual Financial Information for the year in 
which such amendment is made (or in any notice or supplement provided to the MSRB) shall contain a narrative 
description of the reasons for such amendment and its impact on the type of information being provided. 

All or a portion of the Annual Financial Information and the Audited Financial Statements may be included 
by reference to other documents that have been submitted to the MSRB or filed with the Commission. The Agency 
shall clearly identify each such item of information included by reference. 

Annual Financial Information will be provided to the MSRB within 120 days after the last day of the 
Agency’s fiscal year. Audited Financial Statements as described below should be filed at the same time as the 
Annual Financial Information. If Audited Financial Statements are not available when the Annual Financial 
Information is filed, unaudited financial statements shall be included, and Audited Financial Statements will be 
provided to the MSRB within 10 business days after availability to the Agency. 

Audited Financial Statements will be prepared in accordance with generally accepted accounting principles 
in the United States as in effect from time to time. 

If any change is made to the Annual Financial Information as permitted by the Disclosure Undertaking, 
including for this purpose a change made to the fiscal year-end of the Agency, the Agency will disseminate a notice 
to the MSRB of that change in Prescribed Form. 

Listed Events Disclosure  

The Agency shall disseminate in a timely manner, not in excess of 10 business days after the occurrence of 
the event, Listed Events Disclosure to the MSRB in Prescribed Form. Notwithstanding the foregoing, notice of 
optional or unscheduled redemption of any Series Bonds or defeasance of any Series Bonds need not be given under 
this Disclosure Undertaking any earlier than the notice (if any) of that redemption or defeasance is given to the 
owners of the Series Bonds pursuant to the Resolution. In addition, notice of the mandatory sinking fund redemption 
of certain of the Series Bonds is not required to be given as a Listed Event. 
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Consequences of Failure of the Agency To Provide Information 

The Agency shall give notice in a timely manner, not in excess of 10 business days after the occurrence of 
the event, to the MSRB in Prescribed Form of any failure to provide Annual Financial Information Disclosure when 
the same is due hereunder. 

In the event of a failure of the Agency to comply with any provision of this Disclosure Undertaking, the 
Bondowner or Beneficial Owner of any Series Bond may seek specific performance by court order to cause the 
Agency to comply with its obligations under this Disclosure Undertaking. A default under this Disclosure 
Undertaking shall not be deemed an Event of Default under the Resolution or any other agreement, and the sole 
remedy under this Disclosure Undertaking in the event of any failure of the Agency to comply with this Disclosure 
Undertaking shall be an action to compel performance. 

Amendment; Waiver 

Notwithstanding any other provision of this Disclosure Undertaking, the Agency may amend this 
Disclosure Undertaking, and any provision of this Disclosure Undertaking may be waived, if: 

 (i) The amendment or waiver is made in connection with a change in circumstances 
that arises from a change in legal requirements, change in law, or change in the identity, nature or 
status of the Agency or type of business conducted; 

(ii) This Disclosure Undertaking, as amended, or the provision, as waived, would 
have complied with the requirements of the Rule at the time of the primary offering, after taking 
into account any amendments or interpretations of the Rule, as well as any change in 
circumstances; and 

(iii) The amendment or waiver does not materially impair the interests of the 
Bondowners of the Series Bonds, as determined either by parties unaffiliated with the Agency 
(such as the Trustee) or by an approving vote of the Bondowners of the Series Bonds holding a 
majority of the aggregate principal amount of the Series Bonds (excluding Series Bonds held by or 
on behalf of the Agency or its affiliates) pursuant to the terms of the Resolution at the time of the 
amendment; or 

(iv) The amendment or waiver is otherwise permitted by the Rule. 

Termination of Undertaking 

This Disclosure Undertaking shall terminate when the Agency shall no longer have any legal liability for 
any obligation on or relating to the repayment of the Series Bonds. The Agency shall give notice to the MSRB in a 
timely manner and in Prescribed Form if the Undertaking is so terminated before the final stated maturity of the 
Series Bonds. 

Additional Information  

Nothing in this Disclosure Undertaking shall be deemed to prevent the Agency from disseminating any 
other information, using the means of dissemination set forth in this Disclosure Undertaking or any other means of 
communication, or including any other information in any Annual Financial Information Disclosure or notice of 
occurrence of a Listed Event, in addition to that which is required by this Disclosure Undertaking. If the Agency 
chooses to include any information from any document or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Undertaking, the Agency shall not have any obligation under this 
Disclosure Undertaking to update that information or include it in any future disclosure or notice of the occurrence 
of a Listed Event. 

Beneficiaries 

This Disclosure Undertaking has been executed in order to assist the Participating Underwriter in 
complying with the Rule; however, this Disclosure Undertaking shall inure solely to the benefit of the Agency, the 
Bondowners and Beneficial Owners of the Series Bonds, and shall create no rights in any other person or entity. 
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Recordkeeping 

The Agency shall maintain records of all Annual Financial Information Disclosure and Listed Events 
Disclosure, including the content of that disclosure, the names of the entities with whom that disclosure was filed 
and the date of filing that disclosure. 
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APPENDIX C 
 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION 

The following statements are brief summaries of certain provisions of the Bond Resolution. Terms defined 
herein are identical in all material respects with the definitions in the Bond Resolution or the Series Resolutions. 

Certain Defined Terms 

Agency Certificate:  As the case may be, a document signed by an Authorized Officer either (i) attesting to 
or acknowledging the circumstances, representations or other matters therein stated or set forth or (ii) setting forth 
matters to be determined by the Agency or an Authorized Officer pursuant to the Bond Resolution or (iii) requesting 
or directing the Trustee or other party to take action pursuant to the Bond Resolution. 

Agency Swap Payment:  A payment due to a Swap Counterparty from the Agency pursuant to the 
applicable Swap Agreement (including, but not limited to, payments in respect of any early termination of such 
Swap Agreement). 

Authorized Officer:  The Chairperson, Vice Chairperson, Commissioner or Deputy Commissioner of the 
Agency or any other person authorized by resolution of the Agency to perform an act or sign a document. 

Bondowner or Owner:  The registered owner of any outstanding Bond or Bonds which at the time is 
registered on the registration books maintained by the Trustee. 

Cash Flow Certificate:  A certificate from an Authorized Officer giving effect to the action proposed to be 
taken and demonstrating that in the current and in each succeeding Fiscal Year in which Bonds are scheduled to be 
Outstanding that Revenues and other amounts expected to be on deposit in the Funds and Accounts established 
hereunder or under any Series Resolution (excluding the Insurance Reserve Fund and, except to the extent otherwise 
provided in a Series Resolution, the Alternative Loan Fund) will be at least equal to all amounts required to be on 
deposit in order to pay the Debt Service on the Bonds and to maintain the Debt Service Reserve Requirement and 
Insurance Reserve Requirement; provided that, to the extent specified in a Series Resolution, a Fund or Account 
(other than those excluded above) shall not be taken into account when preparing such Cash Flow Certificate. The 
Cash Flow Certificate shall set forth the assumptions upon which the estimates therein are based, which assumptions 
shall be based upon the Agency’s reasonable expectations at the time such Cash Flow Certificate is filed. The 
Agency may assume in a Cash Flow Certificate that, if Bonds of a Series are issued for purposes other than the 
Financing of Program Loans for the acquisition of owner-occupied housing, amounts to be deposited in or 
irrevocably appropriated to any Fund or Account established under the Bond Resolution (other than the Alternative 
Loan Fund or, unless otherwise provided in a Series Resolution) from sources not subject to the lien of the Bond 
Resolution will be available in amounts and at times sufficient to pay the Debt Service on Outstanding Bonds of 
such Series when due and to maintain the Debt Service Reserve Requirement and Insurance Reserve Requirement, if 
any, with respect to Outstanding Bonds of such Series. 

Code:  The Internal Revenue Code of 1986, as amended, and the applicable temporary, proposed and final 
Treasury regulations promulgated thereunder or applicable thereto. 

Counterparty Swap Payment:  A payment due to or received by the Agency from a Swap Counterparty 
pursuant to a Swap Agreement (including, but not limited to, payments in respect of any early termination of such 
Swap Agreement) and amounts received by the Agency under any related Swap Counterparty Guarantee. 

Debt Service Reserve Requirement:  As of any particular date of computation, the sum of amounts 
established for each Series of Bonds by each Series Resolution. 

Defaulted Program Loan:  A Program Loan on which payments are 60 days in arrears (but not a Program 
Loan as to which all defaults have been cured to the satisfaction of the Agency). 
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 Delivery Period:  For the Series Bonds, the period of time for the purchase of Program Securities from the 
Master Servicer; the Delivery Period shall end on June 1, 2021 unless extended by the Agency pursuant to the Series 
Resolution; provided the Delivery Period may not be extended beyond June 1, 2024. 

Fannie Mae:  The Federal National Mortgage Association or any successor thereto. 

Fannie Mae Security:  A single pool, guaranteed mortgage pass-through Fannie Mae Program Security, 
guaranteed as to timely payment of principal and interest by Fannie Mae and backed by Conventional Mortgage 
Loans, or FHA Insured or VA Guaranteed Program Loans, in the related mortgage pool. 

Federal Mortgage Agency:  The Government National Mortgage Association, the Federal National 
Mortgage Association, the Federal Home Loan Mortgage Corporation, the Farmers Home Mortgage Corporation 
and such other public or private agencies or corporations as the United States Congress may create for the purpose 
of housing finance and which are an agency or instrumentality of the United States or sponsored thereby. 

FHA:  The Federal Housing Administration of the Department of Housing and Urban Development or any 
agency or instrumentality of the United States of America succeeding to the mortgage insurance functions thereof. 

Finance or finance:  When used with reference to a Program Obligation, shall be construed to include (i) 
the making or purchase of such Program Obligation, (ii) the participation by the Agency, either with itself or with 
others, in the making or purchase thereof, or (iii) the permanent financing of a Program Obligation which has been 
temporarily financed by the Agency through the issuance of notes or other obligations or otherwise. 

Fiscal Year:  The period of 12 calendar months commencing on July 1 in any calendar year and ending on 
June 30 in the following year, or such other 12-month period as may be designated by the Agency by Agency 
Certificate delivered to the Trustee. 

Freddie Mac:  The Federal Home Loan Mortgage Corporation, a corporate instrumentality of the United 
States created pursuant to the Federal Home Loan Mortgage Act (Title III of the Emergency Home Finance Act of 
1970, as amended, 12 U.S.C. §§ 1451-1459), and any successor to its functions. 

Freddie Mac Security:  A single pool, guaranteed mortgage pass-through Freddie Mac program security, 
guaranteed as to timely payment of principal and interest by Freddie Mac and backed by Conventional Mortgage 
Loans, or FHA Insured or VA Guaranteed Program Loans, in the related mortgage pool. 

GNMA:  The Government National Mortgage Association, a wholly owned corporate instrumentality of the 
United States within HUD, and any successor to its functions. Its powers are prescribed generally by Title III of the 
National Housing Act, as amended (12 U.S.C., §1716 et seq.). 

Insurance Reserve Requirement: As of any particular date of computation, the sum of amounts, if any, 
established for each Series of Bonds by the Series Resolution. 

Investment Obligations:  Any of the following securities and other investments, if and to the extent the 
same are at the time legal for the investment of the Agency’s moneys: 

(a) Direct obligations of, or obligations the timely payment of principal and interest on which are 
insured or guaranteed by, the United States of America; 

(b) Obligations (i) which are backed by the full faith and credit of any state of the United States of 
America, (ii) of any agency of the United States of America, or (iii) of any public corporation 
sponsored by the United States of America, provided that, at the time of purchase, such 
obligations shall not adversely affect the Rating of the Bonds; 

(c) Interest-bearing time or demand deposits, certificates of deposit or other similar banking 
arrangements with any bank, trust company, national banking association or other savings 
institution (including any Fiduciary) provided that (i) such deposits, certificates and other 
arrangements are fully insured by the Federal Deposit Insurance Corporation or guaranteed by the 
State, the proceeds of which insurance are timely available, or (ii) such Depository has combined 
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capital and surplus of at least $75,000,000 and such deposits, certificates and other arrangements 
are fully secured by obligations described in clause (a) or (b) of this definition, or a combination 
thereof, at such levels and valuation frequency as shall not adversely affect the Rating of the 
Bonds or (iii) the deposit of funds with such Depository will not adversely affect the Rating of the 
Bonds; 

(d) Repurchase agreements and reverse repurchase agreements with banks which are members of the 
Federal Deposit Insurance Corporation, or with government bond dealers reporting to and trading 
with the Federal Reserve Bank of New York, which agreements are secured by obligations 
described in the preceding clauses (a) and (b) of this definition; 

(e) Shares of (i) an investment company registered under the federal investment company act of 1940, 
whose shares are registered under the federal securities act of 1933, whose only investments are in 
securities described in subparagraphs (a) or (b) above, or (ii) a common trust fund established by a 
national banking association or a bank or trust company organized under the laws of any state with 
combined capital and surplus of at least $75,000,000, under the supervision and regulation of the 
Comptroller of the Currency pursuant to 12 C.F.R. 9, or any successor regulation, whose only 
investments are in securities described in subparagraphs (a) or (b) above; 

(f) Any investment contract with any provider as long as such investment contract does not adversely 
affect the Rating of the Bonds; and 

(g) Any other investment that will not adversely affect the Rating of the Bonds. 

Lender:  To the extent permitted in the Act, any bank or trust company, savings and loan association, 
savings bank, credit union, insurance company or other financial intermediary (whether or not organized for profit) 
approved by the Agency or mortgage banker or mortgage broker authorized to deal in mortgage loans insured or 
guaranteed by an agency of the United States government. Such Lender shall be authorized to do business in the 
State, and shall have such qualifications as may be established from time to time by rules and regulations of the 
Agency. For purposes of the Bond Resolution, Lender shall also be deemed to include any federal or state agency, 
including the Agency, or any political subdivision of the State or agency thereof. 

Parity Certificate:  An Agency Certificate, giving effect to the action proposed to be taken in connection 
with the filing thereof, showing that (A) the sum of (i) the moneys, Investment Obligations and Cash Equivalents 
then credited to the Acquisition Accounts, the Revenue Fund, the Bond Fund Principal Account, the Bond Fund 
Interest Account and the Debt Service Reserve Fund, (ii) the unpaid principal amount of all Program Obligations 
credited to the Acquisition Accounts (other than any Acquisition Account funded with moneys transferred from the 
Alternative Loan Fund), and (iii) any other moneys, Investment Obligations and Cash Equivalents and the unpaid 
principal amount of all Program Obligations otherwise specifically pledged to the payment of Outstanding Bonds by 
a Series Resolution, exceeds (B) an amount equal to 103% of the principal amount of Outstanding Bonds of all 
Series. 

Principal Requirement:  As of any particular date of calculation with respect to Bonds Outstanding on that 
date, the amount of money equal to any unpaid Principal Installment then due plus the Principal Installment to 
become due on each Series of Bonds on the next respective Principal Installment Date within the next succeeding 
six months. 

Private Mortgage Insurer:  Any private mortgage insurance company approved by the applicable Federal 
Mortgage Agency and the Agency and providing private mortgage guaranty insurance on Conventional Mortgage 
Loans. 

Program:  The program for the financing of Program Obligations for Housing established by the Agency 
pursuant to the Act, as the same may be amended from time to time, and the Bond Resolution and for financing 
Other Obligations. 

Program Loan:  A loan for Housing secured in such manner as the Agency may specify in the applicable 
Series Resolution for Program Loans to be made from the proceeds of a Series of Bonds.  
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Program Obligation:  Any Program Loan or Program Security acquired by the Agency by the expenditure 
of amounts in an Acquisition Account. 

Program Security:  An obligation representing an undivided interest in a pool of Program Loans, to the 
extent the payments to be made on such obligation are guaranteed or insured by a Federal Mortgage Agency. 

Rating:  With respect to any Series of Bonds, the rating issued by a Rating Agency in force immediately 
prior to the proposed action to be taken by the Agency under the Bond Resolution, and an action which does not 
“impair” the Rating with respect to any Series of Bonds shall be an action which will not cause the Rating Agency to 
lower or withdraw the rating it has assigned to the Series of Bonds. 

Rating Agency:  Any nationally recognized entity which, upon the request of the Agency, has issued a 
credit rating on any Series of Bonds issued pursuant to the Bond Resolution. 

Revenues:  With respect to the Outstanding Bonds, all payments, proceeds, rents, premiums, penalties, 
charges and other cash income received by the Agency from or on account of any Program Obligation (including 
scheduled, delinquent and advance payments of, and any net insurance or guaranty proceeds with respect to, 
principal and interest on any Program Obligation or the net operating income or net proceeds of sale of any property 
acquired thereunder) (exclusive, however, of Program Obligations, if any, credited to the Alternative Loan Fund), 
any Counterparty Swap Payments received from any Swap Counterparty pursuant to a Swap Agreement, any 
amounts deposited in or irrevocably appropriated to any Fund or Account established under the Bond Resolution 
(other than the Alternative Loan Fund, except as otherwise provided in a Series Resolution) from sources not subject 
to the lien of the Bond Resolution, and all interest earned or gain realized in excess of losses as a result of the 
investment of the amount in any Fund or Account established under the Bond Resolution (other than the Alternative 
Loan Fund, except as otherwise provided in a Series Resolution), but excludes (i) any amount retained by a servicer 
(including the Agency) of any Program Obligation as compensation for services rendered in connection with such 
Program Obligation, (ii) any payments for the guaranty or insurance of any Program Obligation, (iii) any payments 
of taxes, assessments or similar charges or premiums or other charges for fire or other hazard insurance (and any 
escrow payments in connection therewith) called for by or in connection with any Program Obligation, (iv) amounts 
payable with respect to a Program Obligation which represent a return on amounts financed by the Agency or by 
other persons pursuant to a participation, forbearance or other arrangement from sources other than proceeds of 
Bonds or other amounts held hereunder and (v) to the extent such items do not exceed the income derived therefrom, 
payments or charges constituting expenses of managing and maintaining property acquired pursuant to a Program 
Loan. 

Series:  All Bonds delivered on original issuance in a simultaneous transaction, regardless of variations in 
maturity, interest rate or other provisions, and any Bond thereafter delivered in lieu of or substitution for any of such 
Bonds pursuant to the Bond Resolution. 

Series Resolution:  A resolution of the Agency authorizing the issuance and delivery of Bonds pursuant to 
the Bond Resolution.  

Swap Agreement:  With respect to any Bonds, an interest rate exchange agreement between the Agency and 
a Swap Counterparty, as amended or supplemented, or other interest rate hedge agreement between the Agency and 
a Swap Counterparty, as amended or supplemented, for the purpose of converting, in whole or in part, (i) the 
Agency’s fixed interest rate liability on all or a portion of any Bonds to a variable rate liability, (ii) the Agency’s 
variable rate liability on all or a portion of any Bonds to a fixed rate liability or (iii) the Agency’s variable rate 
liability on all or a portion of any Bonds to a different variable rate liability. 

Swap Counterparty:  Any Person with whom the Agency shall from time to time enter into a Swap 
Agreement, as specified in a Series Resolution. 

Swap Counterparty Guarantee:  A guarantee in favor of the Agency given in connection with the execution 
and delivery of a Swap Agreement, as specified in a Series Resolution. 

UMBS:  The common, single mortgage-backed securities backed by fixed-rate mortgages formally known 
as the Uniform Mortgage-Backed Security, issued as of June 3, 2019 by Fannie Mae and Freddie Mac, guaranteed 
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by either Fannie Mae or Freddie Mac, depending upon which issues the UMBS.  UMBS are a type of Program 
Security. 

Series Accounts 

Unless otherwise provided in a Series Resolution, the Trustee shall establish within each Fund under the 
Bond Resolution (other than the Alternative Loan Fund), a separate Series Account for each Series of Bonds. The 
proceeds of a particular Series of Bonds, other amounts made available by the Agency in the Series Resolution or 
otherwise relating to a particular Series of Bonds and the Revenues relating to a particular Series of Bonds 
(including the payments on Program Obligations acquired with the proceeds of a particular Series of Bonds or the 
payments on any other collateral pledged to a particular Series of Bonds and the earnings on investments of any of 
said proceeds, funds and amounts) shall be deposited or credited to the separate Series Accounts established for that 
particular Series of Bonds. Where required to assure compliance with the covenants of the Bond Resolution and any 
Series Resolution, withdrawals from Series Accounts established in connection with a particular Series of Bonds 
may be made and used (including for purposes of redemption) for any other Series of Bonds. For purposes of 
investment, the Trustee, may, or shall at the direction of the Agency, consolidate the Series Accounts required to be 
established in a particular Fund so long as adequate records are maintained as to the amounts held in each such Fund 
allocable to each Series of Bonds. In addition to the Funds and Accounts established under the Bond Resolution, the 
Trustee may from time to time, establish, maintain, close and reestablish such accounts and subaccounts as may be 
requested by the Agency for convenience of administration of the Program and as shall not be inconsistent with the 
provisions of the Bond Resolution. 

Cost of Issuance Accounts 

Each Series Resolution authorizing the issuance of a Series of Bonds may, but is not required to, provide 
for a separate Cost of Issuance Account to be held by the Trustee. Moneys in each such Cost of Issuance Account 
shall be expended for Costs of Issuance of such Series of Bonds and for no other purpose upon receipt by the 
Trustee of a requisition signed by an Authorized Officer stating the amount and purpose of any such payment. Any 
amounts in a Cost of Issuance Account remaining therein upon payment of all Costs of Issuance for such Series of 
Bonds shall (i) if not proceeds of Bonds, be transferred to the Revenue Fund and (ii) if sale proceeds, investment 
proceeds or transferred proceeds of Bonds, be transferred to any one or more of the Acquisition Accounts or the 
Bond Redemption Fund, upon receipt by the Trustee of a Certificate of the Agency stating that such moneys are no 
longer needed for the payment of Costs of Issuance whereupon such Account shall be closed. Interest and other 
income derived from the investment or deposit of each such Cost of Issuance Account shall be transferred by the 
Trustee upon receipt thereof to the Revenue Fund. 

Acquisition Accounts 

Each Series Resolution authorizing the issuance of a Series of Bonds shall, unless such Bonds are 
Refunding Bonds for which no such account is necessary, establish a separate Acquisition Account to be held by the 
Trustee. There shall be deposited from time to time in each Acquisition Account (i) any proceeds of Bonds or other 
amounts required to be deposited therein pursuant to the Bond Resolution or the applicable Series Resolution and 
(ii) any other amounts determined by the Agency to be deposited therein from time to time. 

Except as otherwise permitted or required to be transferred to other Funds and Accounts, amounts in an 
Acquisition Account shall be expended only to Finance Program Obligations. All Program Obligations Financed by 
application of amounts in an Acquisition Account shall be credited to such Acquisition Account or, if a Series 
Resolution so provides, to the Alternative Loan Fund. No Program Loan shall be Financed unless the requirements 
of the applicable Series Resolution have been met, and no Program Security shall be Financed unless the Program 
Security is registered in the name of the Trustee or is registered in the name of the Agency and delivered to the 
Trustee with a written assignment thereof to the Trustee pursuant to the Bond Resolution from and after the date 
such Program Security is Financed hereunder. In addition, no Program Security shall be Financed unless such 
Program Security represents a pass through or participation interest in a pool of Program Loans and provides for a 
guaranty of all payments to be made to the Agency thereunder by a Federal Mortgage Agency. 
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The Trustee shall pay out and permit the withdrawal of amounts on deposit in any Acquisition Account at 
any time for the purpose of making payments pursuant to the Bond Resolution, but only upon receipt of the 
following documents prior to any proposed withdrawal: 

(1) an Agency Certificate setting forth the amount to be paid, the person persons to whom 
such payment is to be made (which may be or include the Agency) and, in reasonable detail, the purpose or 
purposes of such withdrawal; and 

(2) an Agency Certificate stating that the amount to be withdrawn from such Acquisition 
Account pursuant to such requisition is a proper charge thereon and, if such requisition is made to Finance 
the acquisition of Program Obligations, that (i) the terms of such Program Obligations conform to the 
description of the Program Obligations to be Financed from such amount as provided to the Trustee 
pursuant to the terms of the Bond Resolution, and (ii) such Program Obligations otherwise comply with the 
provisions of the Bond Resolution. 

At any time the Agency, by Agency Certificate, may direct the Trustee to transfer amounts in an 
Acquisition Account into the Bond Fund Principal Account or Bond Fund Interest Account, as appropriate, to pay 
principal or sinking fund installments of and interest on the related Series of Bonds, or into the appropriate account 
in the Debt Service Reserve Fund or Insurance Reserve Fund, which Request shall state that such transfer is 
appropriate to meet the requirements of said Fund. 

The interest earned and other income derived from the investment or deposit of each Acquisition Account 
may be transferred to the appropriate account in the Revenue Fund for the related Series of Bonds by the Trustee 
upon receipt thereof to the extent that such amounts exceed any losses realized by investment of deposits in such 
Acquisition Account or may be retained in the Acquisition Account for the Financing of additional Program 
Obligations, as directed by Agency Certificate. 

All amounts deposited into an Acquisition Account shall be disbursed in the manner provided in the Bond 
Resolution or the Agency may, by Agency Certificate, direct the Trustee to transfer any amounts from the 
Acquisition Account to the Bond Redemption Fund to be used for the redemption of Bonds of the related Series; 
provided, however, that (i) the Agency Certificate shall specify the maturities, the principal amounts of each 
maturity, and the Series of Bonds to be redeemed (including any credits against sinking fund installments on any 
Term Bonds to be redeemed) and (ii) in the case of any selection method of Bonds for an optional or special 
redemption different from the selection method assumed in the most recently filed Cash Flow Certificate, the 
Agency shall file an updated Cash Flow Certificate with the Trustee. 

The Agency may establish temporary subaccounts within an Acquisition Account for the collection and 
custody of fees paid by Lenders or other persons in connection with the reservation of funds in the Acquisition 
Account for use in Financing Program Obligations to be originated by such Lenders or other persons. To the extent 
that the Agency’s agreements with such Lenders or other persons provide for the refund of any such fees (or 
portions thereof), amounts may be withdrawn from any such subaccount or the Acquisition Account in accordance 
with such agreements, and any amounts not required to be so applied may, pursuant to an Agency Certificate, be 
applied to any other purpose of the Acquisition Account as provided in the Bond Resolution. 

Revenue Fund 

The Agency shall cause all Revenues to be deposited promptly with a Depository and to be transmitted 
regularly to the Trustee. Unless otherwise provided in the Bond Resolution, all such amounts shall be deposited in 
the Revenue Fund. There shall also be deposited in the Revenue Fund any other amounts required to be deposited 
therein pursuant to the Bond Resolution or the Series Resolution or other resolution of the Agency. 

The Trustee shall withdraw from any money in the Revenue Fund and credit to each of the following Funds 
and Accounts, or pay to the Person specified, the amount indicated in the following tabulation, at the times indicated 
in the following tabulation: 
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(1) on or before the applicable Interest Payment Date, to the Bond Fund Interest Account the 
amount needed, taking into account any balance then on deposit therein, to increase the balance therein to 
the Interest Requirement; 

(2) on or before the applicable Principal Installment Date, to the Bond Fund Principal 
Account the amount, needed, taking into account any balance then on deposit therein, to increase the 
amount therein to the Principal Requirement; 

(3) on any date, assuming any prior transfers required pursuant to subsections (1) and (2) 
above have been made, to the Debt Service Reserve Fund, the amount, if any, needed to increase the 
amount therein to the Debt Service Reserve Requirement; 

(4) on any date, assuming any prior transfers required pursuant to subsections (1), (2) and (3) 
above have been made, to the Insurance Reserve Fund, the amount, if any, needed to increase the amount 
therein to the Insurance Reserve Requirement;  

(5) unless otherwise expressly provided in the Series Resolution in respect of a Series of 
Bonds to which the Swap Agreement relates in whole or in part, on or before the applicable due dates, 
assuming any prior transfers required pursuant to subsections (1), (2), (3) and (4) above have been made, to 
any Swap Counterparty, the Agency Swap Payments due from time to time pursuant to a Swap Agreement; 
and 

(6) to the extent not transferred pursuant to the preceding subsections, the balance shall be 
held in the Revenue Fund until and unless directed by Agency Certificate to be transferred and utilized as 
set forth elsewhere in this section. 

At such periodic intervals as the Agency, by Agency Certificate, shall direct, the Trustee shall withdraw 
from the Revenue Fund and transfer to the United States of America such amounts as are necessary to comply with 
the Code, including particularly the arbitrage rebate requirements of Section 148 thereof. 

Amounts credited to the Revenue Fund shall be transferred to the Bond Redemption Fund on or before the 
designated Redemption Date to be used for the purchase or redemption of Bonds pursuant to the Bond Resolution 
and the terms of any related Series Resolution upon the filing with the Trustee of (i) an Agency Certificate 
specifying the maturities, the principal amounts of each maturity, and the Series of Bonds to be redeemed (including 
any credits against sinking fund installments on any Term Bonds to be redeemed) and (ii) in the case of any 
selection method of Bonds for an optional or special redemption different from the selection method assumed in the 
most recently filed Cash Flow Certificate, a Cash Flow Certificate. 

Amounts credited to the Revenue Fund may be transferred to an existing Acquisition Account or a new 
Acquisition Account to be established to be used to acquire Program Obligations upon filing with the Trustee of (i) 
an Agency Certificate specifying the amount to be so transferred and either specifying the existing Acquisition 
Account to which the funds are to be deposited or directing the establishment of a new Acquisition Account for the 
deposit of the funds and providing the information relating to the new Acquisition Account required by the Bond 
Resolution and (ii) a Cash Flow Certificate. 

Amounts credited to the Revenue Fund, as directed by an Agency Certificate, shall be released to the 
Agency for the payment of Program Expenses or the establishment of reserves therefor in an amount needed or 
required to pay reasonable and necessary Program Expenses; provided that if the amount to be released exceeds the 
amount assumed in the most recently filed Cash Flow Certificate, the Agency shall file a new Cash Flow Certificate 
with the Trustee. 

Amounts credited to the Revenue Fund, except Program Expenses, may be released to the Agency free and 
clear of the lien of the Bond Resolution, for deposit in the Agency’s General Reserve Account or deposit in the 
Alternative Loan Fund, upon the filing with the Trustee of (i) an Agency Certificate directing the same, (ii) a Cash 
Flow Certificate and (iii) a Parity Certificate. 

Any investment earnings on moneys held in the Revenue Fund shall be retained therein. 
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Bond Fund Interest Account and Bond Fund Principal Account 

The Trustee shall withdraw from the Bond Fund Interest Account, on or immediately prior to each Interest 
Payment Date of the Bonds, an amount equal to the unpaid interest due on the Bonds on such Interest Payment Date, 
and shall cause the same to be applied to the payment of said interest when due and is authorized to transmit the 
same to any Paying Agents who shall apply the same to such payment. 

If the withdrawals required with respect to the same and every prior date shall have been made, the Trustee 
shall withdraw from the Bond Fund Principal Account, on or immediately prior to each Principal Installment Date, 
an amount equal to the principal amount of the Outstanding Bonds, if any, maturing on or before said Principal 
Installment Date and shall cause the same to be applied to the payment of the principal amount of said Bonds when 
due and is authorized to transmit the same to any Paying Agents who shall apply the same to such payment. 

Any amount at any time held in the Bond Fund Interest Account or Bond Fund Principal Account in excess 
of the Interest Requirement or Principal Requirement may be transferred by the Trustee to the Revenue Fund, if so 
directed by Agency Certificate, and otherwise shall be retained in the Bond Fund Interest Account or Bond Fund 
Principal Account, as the case may be. 

The interest earned or other income derived from the investment of moneys in the Bond Fund Interest 
Account and Bond Fund Principal Account shall be transferred by the Trustee to the Revenue Fund (unless the 
Trustee is directed by Agency Certificate to retain such amounts in the Bond Fund Interest Account or Bond Fund 
Principal Account, as the case may be). 

Bond Redemption Fund 

Subject to the provisions of the respective Series of Bonds and to the provisions of the respective Series 
Resolutions authorizing the issuance thereof, all amounts deposited in the Bond Redemption Fund shall be applied 
to the purchase or redemption of Bonds, including payment of any redemption premium, on the applicable 
Redemption Date; provided, however, that in the event the Agency has issued refunding obligations for the purpose 
of redeeming Bonds of a Series in accordance with the Bond Resolution, upon receipt of an Agency Certificate 
directing such transfer and confirmation by the Trustee that provisions have been made for wiring proceeds of such 
refunding obligations to the Trustee, the Trustee, immediately on the date of such confirmation, shall transfer 
moneys in the Bond Redemption Fund in an amount equal to the amount of refunding proceeds received by the 
Trustee to the funds or accounts specified in the refunding resolution as specified in the Agency Certificate. The 
Redemption Price of Bonds subject to redemption by operation of the Bond Redemption Fund in the Bond Fund 
shall be the price set forth in the applicable Series Resolution. Upon receipt of an Agency Certificate directing the 
same, the Trustee shall transfer at the time of purchase or no more than 45 calendar days prior to such redemption to 
the Bond Redemption Fund in the Bond Fund from the Debt Service Reserve Fund or Insurance Reserve Fund the 
amount stated in such Request, which amount shall be no greater than the amount by which the Debt Service 
Reserve Requirement or Insurance Reserve Requirement will decrease due to the purchase or redemption of Bonds. 
Subject to the provisions of the Bond Resolution or of any Series Resolution authorizing the issuance of Bonds, 
requiring the application thereof to the purchase or redemption of any particular Bonds, the Trustee shall apply any 
amounts deposited in the Bond Redemption Fund to the purchase or redemption of Bonds at the times and in the 
manner provided in the Bond Resolution. Amounts on deposit in the Bond Redemption Fund for the payment, 
purchase or redemption of any particular Bonds in accordance with the provisions of any Series Resolution 
authorizing the issuance of Refunding Bonds shall be segregated and shall be identified as such on the records of the 
Trustee. 

Any earnings derived from the investment of amounts deposited in the Bond Redemption Fund pursuant to 
the issuance and delivery of Refunding Bonds, to the extent required to provide amounts sufficient for the payment 
or redemption of Bonds in accordance with the conditions for issuance of Refunding Bonds set forth in the 
Resolution, be deposited in the Bond Redemption Fund. All other interest earned or other income derived from the 
investment or deposit or moneys in each Bond Redemption Fund in the Bond Fund shall be transferred by the 
Trustee upon receipt thereof to the Revenue Fund. 
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Debt Service Reserve Fund 

There shall be deposited in the Debt Service Reserve Fund all amounts required to be deposited therein by 
the Bond Resolution or any Series Resolution and any other amounts available therefor and determined by the 
Agency to be deposited therein. 

If on any Bond Payment Date the amount in the Bond Fund Interest Account, Bond Fund Principal 
Account or Bond Redemption Fund, as appropriate, shall be less than the amount required for the payment of the 
Principal Installments and interest due on the Outstanding Bonds on such date, the Trustee shall apply amounts from 
the Debt Service Reserve Fund to the extent required pursuant to the Bond Resolution.  

If, concurrently with any allocation from the Revenue Fund pursuant to the Bond Resolution, or, on any 
date upon which a Series Resolution shall be delivered to the Trustee, the amount on deposit in the Debt Service 
Reserve Fund shall be in excess of the Debt Service Reserve Requirement, the Trustee shall, if so directed in writing 
pursuant to an Agency Certificate, (1) transfer the amount of such excess which is Revenues to any one or more of 
the Acquisition Accounts, the Bond Fund Interest Account, the Bond Fund Principal Account, the Bond Redemption 
Fund or the Revenue Fund as so directed and (2) transfer the amount of such excess which is sale proceeds, 
investment proceeds or transferred proceeds of Bonds to any one or more of the Acquisition Accounts or the Bond 
Redemption Fund. 

Subject to any limitation provided in the Act, a Series Resolution may provide that the Debt Service 
Reserve Requirement may be funded through Cash Equivalents. For purposes of determining whether such 
Requirement has been met, the amount in the Debt Service Reserve Fund so funded shall be deemed to include any 
amount payable under such Cash Equivalents on the demand of the Trustee. 

Any earnings derived from the investment of amounts deposited in the Debt Service Reserve Fund shall, to 
the extent the balance therein is less than the Debt Service Reserve Requirement, be retained in the Debt Service 
Reserve Fund and otherwise shall be transferred by the Trustee upon receipt thereof to the Revenue Fund. 

In order better to secure the Bonds and to make them more marketable and to maintain in the Debt Service 
Reserve Fund an amount equal to the Debt Service Reserve Requirement, and in accordance with the provisions of 
Section 22, Subdivision 3 of the Act, the Agency shall cause the Chair annually, on or before December 1 of each 
year, to make and deliver to the Governor of the State the Chair’s certificate stating the sum, if any, that is necessary 
to restore the Debt Service Reserve Fund to an amount equal to the Debt Service Reserve Requirement. All money 
received by the Agency from the State in accordance with the provisions of Section 22, Subdivision 3 of the Act 
pursuant to any such certification shall be paid to the Trustee for deposit in and credit to the Debt Service Reserve 
Fund. 

Notwithstanding the provisions of the foregoing paragraph, prior to causing the Chair to execute and 
deliver the certificate specified therein, the Agency shall first transfer to the Debt Service Reserve Fund from the 
Alternative Loan Fund such amount as may be available therein to reduce or eliminate, if possible, the deficiency in 
the Debt Service Reserve Fund. 

Insurance Reserve Fund 

The Insurance Reserve Requirement, if any, received by the Trustee upon the issuance of a Series of Bonds 
shall be held in the Insurance Reserve Fund and used for the purpose of paying that portion of the claim for loss with 
respect to any Program Loan in default, made or purchased from an Acquisition Account, which is not paid by any 
public or private insuring agency. The Agency shall promptly furnish to the Trustee an Agency Certificate stating 
the amount of the loss, when determinable, and the Trustee shall forthwith transfer this amount to the extent 
available from the Insurance Reserve Fund to the Revenue Fund. 

If on any Bond Payment Date the amount in the Bond Fund Interest Account, Bond Fund Principal 
Account or Bond Redemption Fund, as appropriate, shall be less than the amount required for the payment of the 
Principal Installments and interest due on the Outstanding Bonds on such date, the Trustee shall apply amounts from 
the Insurance Reserve Fund to the extent required pursuant to the Bond Resolution. 
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If, concurrently with any allocation from the Revenue Fund pursuant to the Bond Resolution, or, on any 
date upon which a Series Resolution shall be delivered to the Trustee, the amount on deposit in the Insurance 
Reserve Fund shall be in excess of the Insurance Reserve Requirement, the Trustee shall, if so directed in writing 
pursuant to an Agency Certificate, (1) transfer the amount of such excess which is Revenues to any one or more of 
the Acquisition Accounts, the Bond Fund Interest Account, the Bond Fund Principal Account, the Bond Redemption 
Fund or the Revenue Fund as so directed and (2) transfer the amount of such excess which is sale proceeds, 
investment proceeds or transferred proceeds of Bonds to any one or more of the Acquisition Accounts or the Bond 
Redemption Fund. 

Subject to any limitation provided in the Act, a Series Resolution may provide that the Insurance Reserve 
Requirement may be funded through Cash Equivalents. For purposes of determining whether such Requirement has 
been met, the amount in the Insurance Reserve Fund so funded shall be deemed to include any amount payable 
under such Cash Equivalents on the demand of the Trustee. 

Any earnings derived from the investment of amounts deposited in the Insurance Reserve Fund shall, to the 
extent the balance therein is less than the Insurance Reserve Requirement, be retained in the Insurance Reserve Fund 
and otherwise shall be transferred by the Trustee upon receipt thereof to the Revenue Fund. 

Alternative Loan Fund 

The Trustee shall maintain the Alternative Loan Fund created within the Bond Resolution and shall deposit 
therein any amounts authorized by an Agency Certificate to be withdrawn from the Revenue Fund in accordance 
with the Resolution and any other amounts provided by the Agency for deposit therein. Amounts on deposit in the 
Alternative Loan Fund shall be free and clear of any lien or pledge created by the Bond Resolution, and free and 
clear of any restrictions on the investment of funds set forth in the Bond Resolution. Amounts deposited into the 
Alternative Loan Fund may be used for any lawful purpose for which the Agency may from time to time use funds 
on deposit in its General Reserve Account and, pending such use, may be invested in any securities or investments 
permissible generally for the investment of funds of the Agency as specified by Agency Certificate. By Agency 
Certificate furnished to the Trustee, the Agency may at any time appropriate any funds and investments on deposit 
in the Alternative Loan Fund to any Account or Fund created pursuant to the Bond Resolution (in which case such 
funds and investments shall become subject to the lien and pledge thereof) or may direct that such funds and 
investments be transferred to the Agency’s General Reserve Account or to any other fund or account established 
pursuant to resolution of the Agency. 

The Agency, by Agency Certificate, may request the Trustee to establish one or more subaccounts in the 
Alternative Loan Fund to be restricted to such uses, and used in accordance with such terms, as are specified in the 
Agency Certificate. 

Any earnings derived from the investment of amounts deposited in the Alternative Loan Fund shall be 
retained therein unless otherwise directed by Agency Certificate. 

Investment of Moneys Held by the Trustee 

Moneys held by the Trustee for the credit of any Account or Fund established under the Bond Resolution 
shall be invested by the Trustee as directed by the Agency to the fullest extent practicable and reasonable in 
Investment Obligations which shall mature or be redeemable at the option of the Owner prior to the respective dates 
when the moneys held for the credit of such Fund or Account will be required for the purposes intended. Unless 
otherwise confirmed in writing, an account statement delivered by the Trustee to the Agency shall be deemed 
written confirmation by the Agency that investment transactions identified therein accurately reflect the investment 
directions given to the Trustee pursuant to the terms of the Bond Resolution, unless the Agency notifies the Trustee 
in writing to the contrary within 45 days of the date of such settlement. 

The Investment Obligations purchased shall be held by the Trustee and shall be deemed at all times to be 
part of such Fund or Account or combination thereof, and the Trustee shall inform the Agency of the detail of all 
such investments. The Trustee shall sell at the best price obtainable, or present for redemption, any Investment 
Obligations purchased by it as an investment whenever it shall be necessary to provide moneys to meet any payment 
from a Fund or Account. The Trustee shall not be liable for any depreciation of the value of any investment on the 
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redemption, sale and maturity thereof, and in the absence of any direction from the Agency, the Trustee shall not be 
required to invest such funds. 

The Trustee may purchase from or sell to itself or an affiliate, as principal or agent, any Investment 
Obligations. The Trustee shall advise the Agency in writing monthly, unless otherwise directed by Agency 
Certificate, of all investments held for the credit of each Fund and Account in its custody under the provisions of the 
Bond Resolution as of the end of the preceding month. 

In computing the amount in any Fund or Account, Investment Obligations shall be valued at par or, if 
purchased at a price other than par, at their Amortized Value, in either event exclusive of accrued interest purchased. 

Except as otherwise specifically provided in the Bond Resolution or in a Series Resolution, the income or 
interest earned, or gain, shall be transferred by the Trustee upon receipt thereof to the appropriate Revenue Account. 

The Trustee shall not be liable or responsible for the making of any investment authorized by the Bond 
Resolution in the manner provided in the Bond Resolution or for any loss resulting from any such investment so 
made, except for its own negligence. 

Program Loans; Modification of Terms 

The Agency may consent to the modification of the security for, or any terms or provisions of, one or more 
Program Loans but only if (1) the Agency reasonably determines that the modification will not be materially adverse 
to the security or other interests of Owners of Outstanding Bonds, and (2) the modification does not impair any 
contract of insurance or guaranty of the Program Loan.  

Any such modifications shall be reflected in the next Cash Flow Certificate which the Agency is required to 
prepare and provide to the Trustee pursuant to the provisions of the Bond Resolution; provided, however, that if the 
cumulative effect of such modifications not reflected in a Cash Flow Certificate previously delivered to the Trustee 
would reduce estimated Revenues from the Program Loans so modified by more than $500,000 in the current or any 
future Fiscal Year, then the Agency may not consent to such modifications until it has delivered a Cash Flow 
Certificate to the Trustee reflecting such modifications.  

Sale of Program Obligations 

 The Agency may at any time sell, assign or otherwise dispose of a Program Obligation (or the premises to 
which such Program Obligation is related): 

(i) in the event that payment under such Program Loan is delinquent more than 90 calendar days or, 
at any time, in order to realize the benefits of insurance with respect to such Program Obligation or 
property; 

(ii) in order to obtain funds to provide for the redemption (whether optional or special, to the extent 
permitted by the terms of any applicable Series Resolution) or purchase of an amount of Bonds having a 
value corresponding to the value of such Program Obligation as reasonably estimated by the Agency; or 

(iii) in the event that a Certificate of the Agency shall be filed with the Trustee, and each Rating 
Agency, which gives effect to the proposed sale thereof and states that such sale, assignment, transfer or 
other disposition would not have a material adverse effect on the ability of the Agency to pay the Debt 
Service on the Outstanding Bonds when and as due and payable and reasonable and necessary Program 
Expenses. 

Cash Flow Certificates 

The Agency is required to file a Cash Flow Certificate (i) at least once within any 12-month period and (ii) 
at such other times as may be required pursuant to the provisions of the Bond Resolution or of any Series Resolution 
authorizing the issuance of Bonds of a Series then Outstanding. 
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Creation of Liens 

The Agency shall not issue any bonds or other evidences of indebtedness, other than the Bonds, secured by 
a pledge of Revenues or of the moneys, securities, rights and interests pledged or held or set aside by the Agency or 
by any Fiduciary under the Bond Resolution and shall not create or cause to be created any lien or charge on any 
pledged Revenues or such moneys, securities, rights or interests: provided, however, that nothing in the Bond 
Resolution shall prevent the Agency from issuing (i) evidences of indebtedness secured by a pledge of Revenues to 
be derived after any pledge of Revenues provided in the Bond Resolution shall be discharged and satisfied as 
provided in the Bond Resolution, or (ii) notes or bonds of the Agency not secured under the Bond Resolution; and 
provided, further, that, to secure its obligation to make Agency Swap Payments to a Swap Counterparty pursuant to 
a Swap Agreement, the Agency may grant to the Swap Counterparty a subordinate and junior pledge and security 
interest (subordinate and junior to the pledge and security interest granted to the Bondowners) in all or any of the 
collateral pledged to the payment of the Bonds under the Bond Resolution. 

Defeasance of Bonds 

Bonds or interest installments for the payment or redemption of which moneys shall have been set aside 
and shall be held in trust by the Trustee or any one or more of the alternate Paying Agents (through deposit by the 
Agency of moneys for such payment or redemption or otherwise) at the maturity or Redemption Date thereof shall 
be deemed to have been paid within the meaning and with the effect expressed in the Bond Resolution. All 
Outstanding Bonds of any Series shall be deemed prior to the maturity or Redemption Date thereof to have been 
paid within the meaning and with the effect expressed in the Bond Resolution if (i) in case any of said Bonds are to 
be redeemed on any date prior to their maturity, the Agency shall have given to the Trustee in form satisfactory to it 
irrevocable instructions to mail notice of redemption of such Bonds on said date; (ii) there shall have been deposited 
with the Trustee either moneys in an amount sufficient, or Government Obligations the principal of and the interest 
on which when due will provide moneys in an amount that, together with the moneys, if any, deposited with the 
Trustee at the same time, shall be sufficient to pay when due the principal or Redemption Price of and interest due 
and to become due on said Bonds on and prior to the Redemption Date or maturity date thereof, as the case may be. 
Neither Government Obligations nor moneys deposited with the Trustee pursuant to this section nor principal or 
interest payments on any such Government Obligations shall be withdrawn or used for any purpose other than, and 
shall be held in trust for, the payment of the principal or Redemption Price, if applicable, of and interest on said 
Bonds. 

Events of Default 

Each of the following events shall constitute an event of default under the Bond Resolution: (1) the Agency 
shall fail to pay any Principal Installment or the Redemption Price of any Bond when and as the same shall become 
due and payable, whether at maturity or by call for redemption or otherwise, or shall fail to pay the purchase price of 
any Bond tendered or deemed tendered for purchase on the date established therefor; or (2) the Agency shall fail to 
pay any installment of interest on any Bond when and as the same shall become due and payable; or (3) the Agency 
shall fail to perform or observe any other covenant, agreement or condition on its part contained in the Bond 
Resolution or in the Bonds, and such failure shall continue for a period of 60 days after written notice thereof to the 
Agency by the Trustee or to the Agency and to the Trustee by the Bondowners of not less than a majority in 
principal amount of the Bonds Outstanding; or (4) the Agency shall file a petition seeking a composition of 
indebtedness under the Federal bankruptcy laws, or under any other applicable law or statute of the United States of 
America or of the State; or (5) the State limits or alters the rights of the Agency pursuant to the Act, as in force on 
the date of adoption of the Bond Resolution, to fulfill the terms of any agreements made with the Owners of the 
Bonds or in any way impaired the rights and remedies of Owners of Bonds while any Bonds are Outstanding. 

Acceleration; Annulment of Acceleration 

Upon the occurrence of an Event of Default, the Trustee may and, upon the written request of the 
Bondowners of not less than 25% in aggregate principal amount of Bonds Outstanding shall, give 30 days’ notice in 
writing to the Agency of its intention to declare all Bonds Outstanding immediately due and payable; provided, 
however, that the Trustee may not make any such declaration with respect to an Event of Default under item (3) 
above unless (1) the Trustee has received a written request to do so from 100% of the Owners of all Outstanding 
Bonds or (2) there are sufficient moneys available in the Funds and Accounts to pay the principal and interest on the 
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Bonds upon such declaration. At the end of such 30-day period the Trustee may, and upon such written request of 
Bondowners of not less than 25% in aggregate principal amount of Bonds Outstanding shall, by notice in writing to 
the Agency, declare all Bonds Outstanding immediately due and payable and such Bonds shall become and be 
immediately due and payable, anything in the Bonds or in the Bond Resolution to the contrary notwithstanding. In 
such event, there shall be due and payable on the Bonds an amount equal to the total principal amount of all such 
Bonds, plus all interest accrued thereon and which will accrue thereon to the date of payment. 

At any time after the principal of the Bonds shall have been so declared to be due and payable and before 
the entry of final judgment or decree in any suit, action or proceeding instituted on account of such default, or before 
the completion of the enforcement of any other remedy under the Bond Resolution, the Trustee may annul such 
declaration and its consequences with respect to any Bonds not then due by their terms if (1) moneys shall have been 
deposited in the Bond Fund sufficient to pay all matured installments of interest and principal or Redemption Price 
or purchase price (other than principal then due only because of such declaration) of all Outstanding Bonds; (2) 
moneys shall have been deposited with the Trustee sufficient to pay the charges, compensation, expenses, 
disbursements, advances and liabilities of the Trustee and any Paying Agents; (3) all other amounts then payable by 
the Agency under the Bond Resolution shall have been paid or a sum sufficient to pay the same shall have been 
deposited with the Trustee; and (4) every Event of Default known to the Trustee (other than a default in the payment 
of the principal of such Bonds then due only because of such declaration) shall have been remedied to the 
satisfaction of the Trustee. No such annulment shall extend to or affect any subsequent Default or impair any right 
consequent thereon. 

If the Agency shall fail to pay any Principal Installment, the Redemption Price, the purchase price or any 
installment of interest on any Bond when and as the same shall become due and payable, the Trustee shall, within 30 
days, give written notice thereof by first class mail to the Bondowners, shown by the registry of Bondowners 
required to be maintained at the office of the Trustee. 

Additional Remedies and Enforcement of Remedies 

Upon the occurrence and continuance of any Event of Default, the Trustee may, and upon the written 
request of the Bondowners of not less than a majority in aggregate principal amount of the Bonds Outstanding, 
together with indemnification of the Trustee to its satisfaction therefor, shall, proceed forthwith to protect and 
enforce its rights and the rights of the Bondowners under the Act, the Bonds and the Bond Resolution by such suits, 
actions or proceedings as the Trustee, being advised by counsel, shall deem expedient, including but not limited to: 
(1) suit upon all or any part of the Bonds; (2) suit to require the Agency to account as if it were the trustee of an 
express trust for the Bondowners; (3) suit to enjoin any acts or things which may be unlawful or in violation of the 
rights of the Bondowners; (4) enforcement of any other right of the Bondowners conferred by law or by the Bond 
Resolution; and (5) in the event that all Bonds are declared due and payable, by selling Program Obligations. 

Regardless of the happening of an Event of Default, the Trustee, if requested in writing by the Bondowners 
of not less than a majority in aggregate principal amount of the Bonds then Outstanding, shall, upon being 
indemnified to its satisfaction therefor, institute and maintain such suits and proceedings as it may be advised shall 
be necessary or expedient (i) to prevent any impairment of the security under the Bond Resolution by any acts which 
may be unlawful or in violation of the Bond Resolution, or (ii) to preserve or protect the interests of the 
Bondowners, provided that such request is in accordance with law and the provisions of the Bond Resolution. 

Amendments 

Amendments of the Resolutions may be made by a Supplemental Resolution. 

Supplemental Resolutions may become effective upon filing with the Trustee if they add limitations and 
restrictions in addition to the limitations and restrictions contained in the Bond Resolution or Series Resolution, add 
covenants and agreements of the Agency in the Bond Resolution or Series Resolution that are not contrary to or 
inconsistent with the Bond Resolution or the applicable Series Resolution in effect at the time, add limitations and 
restrictions to be observed by the Agency, surrender any right, power or privilege reserved to or conferred upon the 
Agency or are reasonably necessary to preserve the tax exemption of Outstanding Bonds or permit the issuance of 
additional tax exempt Bonds. 
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Supplemental Resolutions become effective upon consent of the Trustee for the following purposes: 

(1) To cure any ambiguity, supply any omission, or cure or correct any defect or inconsistent provision in 
the Bond Resolution or any Series Resolution; 

(2) To insert such provisions clarifying matters or questions arising under the Bond Resolution or any 
Series Resolution as are necessary or desirable and are not contrary to or inconsistent with the Bond Resolution or 
the applicable Series Resolution theretofore in effect; 

(3) To waive any right reserved to the Agency, provided that the loss of such right shall not adversely 
impair any Revenues available to pay the Outstanding Bonds of any Series; and 

(4) To make any other change as shall not be, in the opinion of the Trustee, materially adverse to the 
security or other interests of the Bondowners. With respect to the foregoing, the Trustee may rely upon the opinion 
of the Rating Agency with respect to whether the Rating of the Bonds has been adversely affected as conclusively 
establishing whether the change is materially adverse to the security or other interests of the Bondowners. 

Other Supplemental Resolutions may become effective only with consent (i) of the Bondowners of at least 
a majority in principal amount of the Bonds Outstanding at the time such consent is given and (ii) in case less than 
all of the several Series of Bonds then Outstanding are affected by the modification or amendment, of the 
Bondowners of at least a majority in principal amount of the Bonds of each Series so affected and Outstanding at the 
time such consent is given. 

However, no such modification or amendment shall permit a change in the terms of redemption or maturity 
of the principal of any Outstanding Bonds or of any installment of interest thereon or a reduction in the principal 
amount or the Redemption Price or purchase price thereof or in the rate of interest thereon (except as otherwise 
provided in a Series Resolution) without the consent of the Bondowners of all such Bonds, or shall reduce the 
percentages or otherwise affect the classes of Bonds the consent of the Bondowners of which is required to effect 
any such modification or amendment or shall change or modify any of the rights or obligations of any Fiduciary 
without its written assent thereto. 

Any amendment may be made with unanimous consent of the Bondowners, except that no amendment 
shall change any of the rights or obligations of any fiduciary without the consent of the Fiduciary. 
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APPENDIX D 
 

MORTGAGE INSURANCE PROGRAMS AND 
STATE LAWS AFFECTING FORECLOSURES 

 

The following description of certain mortgage insurance programs is only a brief outline and does not 
purport to summarize or describe all of the provisions of these programs. For a more complete description of the 
terms of these programs, reference is made to the provisions of the insurance and guaranty contracts embodied in 
regulations of the Federal Housing Administration (“FHA”), Rural Development (“RD”) and the Veterans 
Administration (“VA”), respectively, and of the regulations, master insurance contracts and other information of 
the various private mortgage insurers. Program Loans purchased by the Agency are not limited by the Resolutions 
to the foregoing programs and it is possible that insurance benefits under other federal or private programs in 
which the Agency may participate could be more or less favorable. 

While all Program Loans are subject to the applicable mortgage insurance programs, Program Loans that 
back Program Securities are further guaranteed by GNMA, Fannie Mae or Freddie Mac as further described in 
Appendix I to this Official Statement. 

Federal Housing Administration Single-Family 
Mortgage Insurance Programs 

The National Housing Act of 1934, as amended, authorizes various FHA mortgage insurance programs, 
which differ in some respects depending primarily upon whether the mortgaged premises contain five or more 
dwelling units or less than five units. 

The regulations governing all of the FHA programs under which the mortgage loans may be insured 
provide that insurance benefits are payable upon foreclosure (or other acquisition of possession) and conveyance of 
the mortgaged premises to the Department of Housing and Urban Development (“HUD”). 

Under some of the FHA insurance programs, insurance claims are paid by HUD in cash, unless the 
mortgage holder specifically requests payment in debentures issued by HUD. Under others, HUD has the option, at 
its discretion, to pay insurance claims in cash or in those debentures. The current HUD policy, subject to change at 
any time, is to make insurance payments on single family mortgage loans in cash, with respect to all programs 
covering those units as to which it has discretion to determine the form of insurance payment. 

HUD debentures issued in satisfaction of FHA insurance claims bear interest at the HUD debenture interest 
rate in effect under HUD regulations on the date of the mortgage insurance commitment or of the initial insurance 
endorsement of the mortgage, whichever rate is higher. The HUD debenture interest rates applicable to the FHA 
insured mortgages that the Agency has acquired or committed to acquire are in most cases lower than the interest 
rates of those mortgages. 

When entitlement to insurance benefits results from foreclosure (or other acquisition of possession) and 
conveyance, the insurance payment is computed as of the date of institution of foreclosure proceedings or 
acquisition of the property. The mortgage holder generally is not compensated for mortgage interest accrued and 
unpaid prior to that date. Under those circumstances, the amount of insurance benefits generally paid by FHA is 
equal to the unpaid principal amount of the mortgage loan, adjusted to reimburse the mortgagee for certain tax, 
insurance and similar payments made by it and to deduct certain amounts received or retained by the mortgagee 
after default, plus reimbursement not to exceed 2/3 of the mortgagee’s foreclosure costs. The regulations under all 
insurance programs described above provide that the insurance payment itself bears interest from the date of default, 
to the date of payment of the claim at the same interest rate as the applicable HUD debenture interest rate 
determined in the manner set forth above. 

When any property to be conveyed to HUD has been damaged by fire, earthquake, flood or tornado, or, if 
the property has suffered damage because of failure of the mortgage holder to take action to inspect and preserve the 
property, it is generally required, as a condition to payment of an insurance claim, that the property be repaired by 
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the mortgage holder prior to the conveyance or assignment. For mortgages insured on or after April 19, 1992, if the 
property has been damaged during the mortgage holder’s possession by events other than fire, flood, earthquake or 
tornado notwithstanding reasonable action by the mortgage holder, HUD may require the mortgage holder to repair 
the property prior to conveyance to HUD as a condition to payment of an insurance claim. 

Veterans Administration Guaranty Program 

The Serviceman’s Readjustment Act of 1944, as amended, permits a veteran (or, in certain instances, his or 
her spouse) to obtain a mortgage loan guaranteed by the VA covering mortgage financing of the purchase of a one to 
four family dwelling unit at interest rates agreed upon by the purchaser and the mortgagee, as the VA may elect. The 
program has no mortgage loan limits (other than that the amount may not exceed the property’s reasonable value as 
determined by the VA), requires no down payment from the purchaser and permits the guaranty of mortgage loans 
with terms of up to 30 years. The guaranty provisions for mortgage loans are as follows: (a) for home and 
condominium loans of $45,000 or less, 50 percent of the loan is guaranteed (for loans with an original principal 
balance of $45,000 and not more than $56,250, the guaranty will not exceed $22,500); (b) for home and 
condominium loans of more than $56,250 but less than or equal to $144,000, 40 percent of the loan is guaranteed 
subject to a maximum guaranty of $36,000; (c) for home and condominium loans of more than $144,000, 25 percent 
of the principal amount of the loan is guaranteed subject to a maximum guarantee amount hereinafter described; and 
(d) for loans for manufactured homes, 40 percent of the loan is guaranteed (with a maximum guaranty of $20,000). 
The maximum guaranty amount for loans greater than $144,000 is generally 25 percent of the Freddie Mac 
conforming loan limit (currently $417,000); however, pursuant to the Housing and Economic Recovery Act of 2008 
and the Veterans Benefits Improvement Act of 2008, the maximum guaranty amount for loans originated in 2009 
through 2011 is 25 percent of the greater of (i) the Freddie Mac conforming loan limit or (ii) 125 percent of the area 
median price for a single family residence in the county in which the property securing the loan is located. The 
liability on the guaranty is reduced or increased pro rata with any reduction or increase in the amount of the 
indebtedness, but in no event will the amount payable on the guaranty exceed the amount of the original guaranty. 
Notwithstanding the dollar and percentage limitations of the guaranty, a mortgage holder will ordinarily suffer a 
monetary loss only where the difference between the unsatisfied indebtedness and the proceeds of a foreclosure sale 
of mortgaged premises is greater than the original guaranty as adjusted. The VA may, at its option and without 
regard to the guaranty, make full payment to a mortgage holder of unsatisfied indebtedness on a mortgage upon its 
assignment to the VA. 

Rural Development (RD) Insured Program 

Loans insured by RD may be made to purchase new or existing homes in designated rural areas. Eligible 
rural areas have a population not in excess of 10,000 persons or if located outside a Metropolitan Statistical Area, 
not in excess of 25,000. Loans may be made up to 100 percent of the market value of the property or 100 percent of 
the acquisition cost, whichever is less. The maximum loan amount is the applicable FHA maximum loan amount. 
The interest rate of these 30 year mortgages may not exceed the higher of the current VA rate or the Fannie Mae 
required net yield for 90 day commitments on a 30 year fixed rate mortgage with actual/actual remittance plus 60 
basis points. RD covers all losses on foreclosed loans up to 35 percent of the original principal. Any loss in excess of 
this amount carries an 85 percent guarantee. It is the present administrative policy of the Agency to tender a claim to 
RD by the earlier of (a) six months after the date of acquisition of the property through foreclosure or (b) 30 days 
after the sale of the property. The Agency retains title to the property and may apply the insurance proceeds and any 
sale proceeds to the outstanding debt. 

Private Mortgage Insurance Programs 

Under outstanding Series Resolutions, all Program Loans insured by a private mortgage insurance company 
are to be in any amount not exceeding the Market Value of the Home, provided that the Agency is issued a mortgage 
insurance policy under which the minimum insured percentage of any claim filed is at least equal to that percentage 
of the Market Value or sale price of the Home, whichever is less, by which the original principal amount of the 
mortgage exceeds 80 percent of that Market Value. Each private mortgage insurer insuring those Program Loans 
must be a company (a) that is licensed to do business in Minnesota; (b) that has ratings not less than “A2” from 
Moody’s Investors Service, Inc., and “AA” from S&P Global Ratings, Inc., or that is approved to insure mortgages 
purchased by Fannie Mae and Freddie Mac, or any other agency or instrumentality of the United States to which the 
powers of either of them have been transferred or which has similar powers to purchase Program Loans; and (c) that, 
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by insuring Program Loans financed by the Agency, does not cause the Rating on the Bonds to be adversely 
affected. Both Fannie Mae and Freddie Mac require approval of private mortgage insurance companies before 
mortgages insured by those companies are eligible for purchase by them. 

Among the considerations taken into account by Fannie Mae in determining whether to approve a private 
mortgage insurer currently are the following: (a) experienced mortgage insurers are expected to have policyholders’ 
surplus of not less than $5 million; (b) it is preferred that an insurer’s principal insurance activity relate to loss 
resulting from nonpayment of mortgages and deeds of trust on residential structures, with total liability not in excess 
of 25 times its policyholders’ surplus; (c) a private mortgage insurer must demonstrate that it possesses the technical 
expertise necessary to properly evaluate property and credit; and (d) an insurer must expressly consent to and 
comply with Fannie Mae’s requirements for audit and reports concerning changes in personnel, financial structure, 
qualifications, and rates. 

Freddie Mac eligibility requirements for approving private mortgage insurers presently provide that (a) not 
more than 10 percent of an insurer’s mortgage insurance risk may be represented by mortgage insurance covering 
property other than real property improved by a building or buildings designed for occupancy by one to four 
families; (b) an insurer shall not insure mortgages secured by properties in a single housing tract or contiguous tracts 
where the insurance risk applicable thereto is in excess of 10 percent of its policyholders’ surplus (net of 
reinsurance); (c) no insurer shall have more than 20 percent of its total insurance in force in any one Standard 
Metropolitan Statistical Area nor may any combination of insurance in force in any one state exceed 60 percent of 
its total insurance in force; and (d) an insurer shall limit its insurance risk with respect to each insured to the 
maximum permitted under state law. 

Freddie Mac also requires the private mortgage insurer to meet the following financial requirements: (a) 
policyholders’ surplus must be maintained at not less than $5 million; (b) an insurer shall maintain an unearned 
premium reserve computed on a monthly pro rata basis; if a greater unearned premium reserve is required by the 
state where the insurer is licensed, then that greater requirement shall be met; (c) an insurer shall establish and 
maintain a contingency reserve in an amount equal to 50 percent of earned premiums; (d) an insurer shall maintain a 
loss reserve for claims incurred but not reported, including estimated losses on insured mortgages that have resulted 
in the conveyance of property that remains unsold, mortgages in the process of foreclosure or mortgages in default 
for four or more months; (e) an insurer shall maintain no less than 85 percent of its total admitted assets in the form 
of marketable securities or other highly liquid investments that qualify as insurance company investments under the 
laws and regulations of the state of its domicile and the standards of the National Association of Insurance 
Commissioners; and (f) an insurer shall not at any time have total insurance risk outstanding in excess of 25 times its 
policyholders’ surplus. Approved private mortgage insurers must file quarterly and annual reports with the Freddie 
Mac. 

It has been the administrative policy of the Agency to require that any private mortgage insurance policy 
with respect to a Program Loan to be purchased with the proceeds of Bonds contain provisions substantially as 
follows: (a) the private mortgage insurer must pay a claim, including unpaid principal, accrued interest and certain 
expenses, within sixty days of presentation of the claim by the mortgage lender; (b) for a mortgage lender to present 
a claim, the mortgage lender must have acquired, and tendered to the insurer, title to the property, free and clear of 
all liens and encumbrances, including any right of redemption by the mortgagor; (c) when a claim is presented, the 
insurer will have the option of paying the claim in full, taking title to the property and arranging for its sale, or of 
paying the insured percentage of the claim (the Agency’s exposure is to be limited to 70 percent or 75 percent, 
depending on the initial loan-to-value ratio of the mortgage loan) and allowing the insured lender to retain title to the 
property. 

The private mortgage insurance companies providing mortgage insurance on outstanding Program Loans 
under the Bond Resolution are identified in Appendix G to this Official Statement. There is no assurance that any 
private mortgage insurance company will be able or willing to honor its obligations under the mortgage insurance 
policy as provided therein. In particular, certain private mortgage insurance companies have recently experienced 
substantial financial difficulties and ratings downgrades, and some are in receivership and are paying claims at the 
rate of 50 cents on the dollar. No representation is made as to the creditworthiness of any private mortgage insurance 
company. 
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State Laws Affecting Foreclosures 

Mortgage foreclosures in Minnesota are governed by statute and permit two alternative methods, “by 
action” or “by advertisement.” The latter is normally utilized since it is slightly faster, less expensive, and does not 
have the same tendency to invite contest as does foreclosure by action. The process is normally initiated by the 
publication, recordation and service of a notice of foreclosure. This notice must include all relevant information on 
the mortgage loan and the secured premises as well as a statement of the time and place of sale and the time allowed 
by law for redemption by the mortgagor. This notice must then be published in a legal newspaper each week for six 
consecutive weeks. Service of the notice on the mortgagor and any other affected party must be completed at least 
four weeks prior to the designated date of the foreclosure sale. Compliance with the above publication and service of 
notice requirements within the prescribed time limitations is essential to the validity of the mortgage foreclosure 
sale. 

Prior to the foreclosure sale, the mortgagor has the right to reinstate the mortgage and prevent foreclosure 
by curing all defaults on a current basis and by paying attorneys’ fees and out-of-pocket disbursements to the extent 
permitted by statute. If the mortgage is not reinstated, the foreclosure sale is held in the sheriff’s office in the county 
in which the real estate being foreclosed is located. Although anyone can bid at a foreclosure sale, the normal result 
of the foreclosure sale is that the lien holder bids in the debt without competing bidders (and under the Bond 
Resolution, the Agency is required to do so), and purchases the mortgaged property from the defaulting borrower 
through the sheriff, subject to the rights of the borrower and subsequent creditors to redeem. 

The holding of the foreclosure sale starts the period of redemption. The period of redemption will normally 
be six months but can be as long as twelve months. During the period of redemption the mortgagor normally retains 
the right to remain in possession of the mortgaged property without making mortgage payments or paying real estate 
taxes. During the period of redemption, the mortgagor has the right to pay off the entire indebtedness, including full 
principal, accrued interest, any amounts reasonably paid by the mortgagee to preserve the security, and attorneys’ 
fees and disbursements to the extent allowed by statute. 

After the period of redemption expires, the mortgagee is entitled to possession of the premises, but may 
have to bring an unlawful detainer proceeding to enforce its possessory rights, and a proceeding subsequent in the 
case of Torrens property to perfect its title to the mortgaged property. 

It is not unusual, therefore, for a mortgagee to be delayed 10 months or more from the date of initiation of 
the mortgage foreclosure proceeding until it realizes its possessory rights. 
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APPENDIX E 
 

BOOK-ENTRY-ONLY SYSTEM 

General 

The Depository Trust Company, New York, New York (“DTC”), is to act as securities depository for each 
Series of the Series Bonds. The ownership of one fully registered Series Bond of each Series for each maturity in the 
aggregate principal amount of that maturity, will be registered in the name of Cede & Co., DTC’s partnership 
nominee. So long as Cede & Co. or another nominee designated by DTC is the registered owner of the Series Bonds 
of a Series, references herein to the Bondowners, Owners or registered owners of those Series Bonds means Cede & 
Co. or any other nominee and not the Beneficial Owners(as hereinafter defined) of those Series Bonds. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking 
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a 
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” 
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and 
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, corporate and municipal debt issues, 
and money market instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with 
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and pledges between 
Direct Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing 
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and 
Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its 
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. 
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a 
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). The DTC Rules 
applicable to its Participants are on file with the Securities and Exchange Commission. More information about 
DTC can be found at www.dtcc.com and www.dtc.org. 

Purchases of beneficial ownership interests in the Series Bonds under the DTC system must be made by or 
through Direct Participants, which will receive a credit for the Series Bonds on DTC’s records. The ownership 
interest of each actual purchaser of each Beneficial Owner (as defined in Appendix B) is in turn to be recorded on 
the Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of 
their purchase, but Beneficial Owners are expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which 
the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Series Bonds are to be 
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners. Beneficial Owners will not receive certificates representing their ownership interests in Series Bonds, 
except in the event that use of the Book-Entry System for the Series Bonds of the Series is discontinued as described 
below. 

To facilitate subsequent transfers, all Series Bonds deposited by Participants with DTC are registered in the 
name of DTC’s partnership nominee, Cede & Co., or any other name as may be requested by an authorized 
representative of DTC. The deposit of Series Bonds with DTC and their registration in the name of Cede & Co. or 
that other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial 
Owners of the Series Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts 
those Series Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect 
Participants will remain responsible for keeping account of their holdings on behalf of their customers. For every 
transfer and exchange of beneficial ownership in the Series Bonds, the Beneficial Owner may be charged a sum 
sufficient to cover any tax, fee or other governmental charge that may be imposed in relation thereto. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 
Indirect Participants and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time. 
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Redemption notices will be sent to DTC. If less than all of the Series Bonds of a Series and maturity are 
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in the 
Series Bonds of the Series and maturity to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to any Series 
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual 
procedures, DTC mails an Omnibus Proxy to the bond issuer as soon as possible after the record date. The Omnibus 
Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series 
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Payment of the principal, redemption price and purchase price of, and interest on, the Series Bonds will be 
made to Cede & Co., or any other nominee as may be requested by an authorized representative of DTC. DTC’s 
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information 
from the bond issuer or trustee on the payable date in accordance with their respective holdings shown on DTC’s 
records. Payments by Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street 
name,” and will be the responsibility of that Participant and not of DTC, the Trustee or the Agency, subject to any 
statutory and regulatory requirements as may be in effect from time to time. Payment of principal, redemption price, 
purchase price and interest to Cede & Co. (or any other nominee as may be requested by an authorized 
representative of DTC), is the responsibility of the Trustee, disbursement of those payments to Direct Participants 
will be the responsibility of DTC, and disbursement of those payments to the Beneficial Owners shall be the 
responsibility of Direct and Indirect Participants. 

Under the Series Resolutions, payments made by or on behalf of the Agency to DTC or its nominee shall 
satisfy the Agency’s obligations to the extent of the payments so made. 

A Beneficial Owner must give notice to elect to have its Series Bonds purchased or tendered, through its 
Participant, to the Tender Agent and the Remarketing Agent, and must effect delivery of such Series Bonds by 
causing the Direct Participant to transfer the Participant’s interest in the Series Bonds, on DTC’s records, to the 
Tender Agent. The requirement for physical delivery of Series Bonds in connection with an optional tender or a 
mandatory purchase will be deemed satisfied when the ownership rights in the Series Bonds are transferred by 
Direct Participants on DTC’s records and followed by a book-entry credit of tendered Series Bonds to the Tender 
Agent’s DTC account. 

The above information contained in this section “Book-Entry-Only System” is based solely on information 
provided by DTC. No representation is made by the Agency or the Underwriters as to the completeness or the 
accuracy of that information or as to the absence of material adverse changes in that information subsequent to the 
date hereof. 

The Agency, the Underwriters and the Trustee cannot and do not give any assurances that DTC, the Direct 
Participants or the Indirect Participants will distribute to the Beneficial Owners of the Series Bonds (i) payments of 
principal of or interest and premium, if any, on the Series Bonds, (ii) certificates representing an ownership interest 
or other confirmation of beneficial ownership interest in Series Bonds, or (iii) redemption or other notices sent to 
DTC or Cede & Co., its nominee, as the registered owner of the Series Bonds, or that they will do so on a timely 
basis, or that DTC, Direct Participants or Indirect Participants will serve and act in the manner described in this 
Official Statement. The current “Rules” applicable to DTC are on file with the Securities Exchange Commission, 
and the current “Procedures” of DTC to be followed in dealing with Direct Participants are on file with DTC. 

Neither the Agency, the Underwriters nor the Trustee will have any responsibility or obligation to any 
Direct Participant, Indirect Participant or any Beneficial Owner or any other person with respect to: (1) the 
accuracy of any records maintained by DTC or any Direct Participant or Indirect Participant; (2) the payment by 
DTC or any Direct Participant or Indirect Participant of any amount due to any Beneficial Owner in respect of the 
principal, redemption price or purchase price of, or interest on, the Series Bonds; (3) the delivery by DTC or any 
Direct Participant or Indirect Participant of any notice to any Beneficial Owner that is required or permitted under 
the terms of the Resolutions to be given to Owners of Series Bonds; (4) the selection of the Beneficial Owners to 
receive payment in the event of any partial redemption of Series Bonds; or (5) any consent given or other action 
taken by DTC as a Bondowner. 
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Discontinuation of Book-Entry System 

DTC may discontinue its book-entry services with respect to all or any Series of the Series Bonds at any 
time by giving notice to the Agency and discharging its responsibilities with respect thereto under applicable law. 
Under those circumstances, that Series of the Series Bonds are required to be delivered as described in the Series 
Resolutions. The Beneficial Owner, upon registration of those Series Bonds held in the Beneficial Owner’s name, 
shall become the Bondowner. 

The Agency may determine to discontinue the system of book entry transfers through DTC (or a successor 
securities depository) for all or any Series of the Series Bonds. In that event, the Series Bonds of that Series are to be 
delivered as described in the Series Resolutions. 
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[to be dated the date of issuance of the Series Bonds] 

_________, 2020 

Minnesota Housing Finance Agency 
St. Paul, Minnesota  55102 
 

Minnesota Housing Finance Agency 
Residential Housing Finance Bonds  

2020 Series H  
2020 Series I 

Ladies and Gentlemen: 

We have acted as bond counsel to the Minnesota Housing Finance Agency (the “Agency”) in connection 
with the authorization, issuance and delivery by the Agency of its Residential Housing Finance Bonds, 2020 Series 
H, in the aggregate principal amount of $                       (the “2020 Series H Bonds”), and its Residential Housing 
Finance Bonds, 2020 Series I, in the aggregate principal amount of $                 (the “2020 Series I Bonds” and, 
together with the 2020 Series H Bonds, the “2020 Series Bonds”), each series of which is issuable only as fully 
registered bonds of single maturities in denominations as are provided in the Series Resolutions referenced below. 

The 2020 Series Bonds are dated, mature on the dates, bear interest at the rates and are payable as provided 
in the Series Resolutions referenced below. The 2020 Series Bonds are subject to optional, mandatory and special 
redemption prior to maturity, including special redemption at par, all as provided in the Series Resolutions 
referenced below. 

As bond counsel, we have examined certificates as to facts, estimates and circumstances and certified 
copies of resolutions and proceedings of the Agency and other documents we considered necessary as the basis for 
this opinion, including the Agency’s Amended and Restated Bond Resolution adopted August 24, 1995, as amended 
and supplemented (the “Bond Resolution”), and Series Resolutions adopted May 28, 2020 and November 19, 2020 
(the “Series Resolutions”). As to questions of fact material to our opinion, we have relied upon the certified 
proceedings and other certifications of public officials furnished to us without undertaking to verify the same by 
independent investigation. 

Applicable federal tax law, including certain provisions of Sections 143 and 148 of the Internal Revenue 
Code of 1986, as amended (the “Code”), establishes certain requirements which must be met subsequent to the 
delivery of the 2020 Series Bonds in order that interest on the 2020 Series Bonds may be excluded from gross 
income for federal income tax purposes. The Agency has covenanted in the Bond Resolution and Series Resolutions 
to comply with the requirements of applicable federal tax law and for such purpose to adopt and maintain 
appropriate procedures. In rendering this opinion, we have assumed compliance by the Agency with and 
enforcement by the Agency of the provisions of the Bond Resolution and Series Resolutions. 

From such examination it is our opinion that, under state and federal laws, regulations, rulings and 
decisions in effect on the date hereof: (1) the Agency is a public body corporate and politic, having no taxing power, 
duly organized and existing under Minnesota Statutes, Chapter 462A, as amended; (2) the Bond Resolution and 
Series Resolutions have been duly and validly adopted by the Agency and are valid and binding upon it in 
accordance with their terms, and create the valid pledge and security interest they purport to create with respect to 
the Program Obligations, Investment Obligations, Revenues, moneys and other assets held and to be set aside under 
the Bond Resolution and Series Resolutions; (3) the 2020 Series Bonds are duly and lawfully authorized to be issued 
and are valid and binding general obligations of the Agency in accordance with their terms, entitled to the benefits 
granted by and secured by the covenants contained in the Bond Resolution and Series Resolutions, and are further 
secured by the pledge of the full faith and credit of the Agency, and are payable out of any of its moneys, assets or 
revenues, subject to the provisions of other resolutions or indentures now or hereafter pledging and appropriating 
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particular moneys, assets, or revenues to other bonds or notes, or state laws appropriating particular funds for a 
specified purpose, but the State of Minnesota is not liable thereon and the 2020 Series Bonds are not a debt of the 
State; (4) in the Bond Resolution the Agency has created a Debt Service Reserve Fund for the security of the 2020 
Series Bonds and other bonds issued or to be issued under the Bond Resolution, to be maintained in an amount 
specified therein, and has agreed to certify annually to the Governor the sum, if any, necessary to restore the Fund to 
this amount for inclusion in the next budget submitted to the Legislature, and the Legislature is legally authorized, 
but is not legally obligated, to appropriate such amount to the Fund; and (5) the interest payable on the 2020 Series 
Bonds is not includable in gross income of owners thereof for federal income tax purposes or in taxable net income 
of individuals, trusts and estates for State of Minnesota income tax purposes, but such interest is includable in the 
income of corporations and financial institutions for purposes of the Minnesota franchise tax.  

Interest on the 2020 Series H Bonds will be treated as an item of tax preference in calculating the 
alternative minimum tax imposed under the Code. Interest on the 2020 Series I Bonds will not be treated as an item 
of tax preference in calculating the alternative minimum tax imposed under the Code. Interest on the 2020 Series I 
Bonds will not be treated as an item of tax preference for purposes of calculating the Minnesota alternative 
minimum tax imposed on individuals, trusts and estates. We express no opinion regarding other federal, state or 
local tax consequences arising from the ownership or disposition of the 2020 Series Bonds. All owners of 2020 
Series Bonds (including, but not limited to, insurance companies, financial institutions, Subchapter S corporations, 
United States branches of foreign corporations and recipients of social security and railroad retirement benefits) 
should consult their tax advisors concerning other possible indirect tax consequences of owning and disposing of the 
2020 Series Bonds. 

The opinions expressed above are qualified only to the extent that the enforceability of the 2020 Series 
Bonds and the Bond Resolution and Series Resolutions is subject to bankruptcy, insolvency, reorganization, 
moratorium or other similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent 
constitutionally applicable and that their enforcement may also be subject to the exercise of judicial discretion in 
appropriate cases. 

 
Respectfully yours, 
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CERTAIN INFORMATION RELATING TO THE 
RHFB WHOLE LOAN MORTGAGE PORTFOLIO 
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Delinquency and Foreclosure Statistics as of September 30, 2020 
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APPENDIX H 

CERTAIN INFORMATION RELATING TO LIQUIDITY FACILITIES 
FOR BONDS OUTSTANDING 

as of September 30, 2020 

(unaudited) 

Liquidity Provider Related Bond Series Bonds Outstanding Expiration Date 
 

Royal Bank of Canada 2015 Series D      18,225,000 8/11/2022 
 2015 Series G      35,000,000 1/2/2023 
 2017 Series F      40,000,000 1/2/2023 
 2019 Series D      45,000,000 7/1/2024 
   $138,225,000  
    
Federal Home Loan Bank 
   of Des Moines 2016 Series F 

 
 $  50,000,000 1/2/2024 

 2017 Series C  40,000,000 7/19/2024 
   $90,000,000  
    
U.S. Bank National                       
Association 2019 Series H $  43,985,000 9/10/2024 
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APPENDIX I 

 

CERTAIN INFORMATION RELATING TO GNMA, FANNIE MAE, FREDDIE MAC 
AND CERTAIN PROGRAM SECURITIES AND THE MASTER SERVICER 

 

GOVERNMENT NATIONAL MORTGAGE 
ASSOCIATION MORTGAGE-BACKED SECURITIES 

This summary does not purport to be comprehensive and is qualified in its entirety by reference to the 
GNMA Mortgage-Backed Securities Guide and to the documents referred to herein for full and complete statements 
of their provisions. Additional information is available at www.ginniemae.gov.  

In response to current financial market and real estate market disruptions due to COVID-19 and the 
Pandemic, certain federal insurance and guaranty programs for mortgage loans have been changed.  See "The 
Agency—COVID-19 Economic Disruption" herein for a discussion of certain of those related program changes. 

The Government National Mortgage Association is a wholly owned corporate instrumentality of the 
United States within the Department of Housing and Urban Development with its principal office in Washington, 
D.C. The documents and websites referred to above are not a part of this Official Statement, and neither the Agency 
nor any of the Underwriters takes any responsibility for information contained in any of these documents or 
websites. 

Each GNMA Security is to be issued under either the GNMA I Program or the GNMA II Program. 
Although there are a number of differences between GNMA I Securities and GNMA II-Custom Pool Securities, 
those differences do not adversely affect the availability of Revenues with which to pay principal of and interest on 
Outstanding Bonds. Each GNMA Security is to be backed by a pool of mortgage loans in a minimum aggregate 
amount of $25,000 and multiples of $1 in excess of $25,000. The Master Servicer is required to pay to the Trustee 
(in the case of a GNMA I Security) or to the Central Paying and Transfer Agent (in the case of a GNMA II-Custom 
Pool Security), and the Central Paying and Transfer Agent is required to pay to the Trustee, as the owner of the 
GNMA Security, the regular monthly installments of principal and interest on the mortgage loans backing the 
GNMA Security (less the Master Servicer’s servicing fee, which includes the GNMA guaranty fee), whether or not 
the Master Servicer receives those installments, plus any mortgage prepayments received by the Master Servicer in 
the previous month. The Government National Mortgage Association guarantees the timely payment of the principal 
of and interest on the GNMA Security. 

In order to issue GNMA Securities, the Master Servicer must first apply to and receive from the 
Government National Mortgage Association a commitment to guarantee securities. Such a commitment authorizes 
the Master Servicer to issue GNMA Securities up to a stated amount during a one-year period following the date of 
the commitment. The Master Servicer is required to pay the application fee to the Government National Mortgage 
Association for the commitments. The amount of commitments to guarantee GNMA Securities that the Government 
National Mortgage Association can approve in any federal fiscal year is limited by statute and administrative 
procedures. The total annual amount of available commitments is established in appropriation acts and related 
administrative procedures. 

The issuance of each GNMA Security by the Master Servicer is subject to the following conditions, among 
others: (i) the purchase by the Master Servicer of mortgage loans in a minimum aggregate principal amount at least 
equal to the minimum size permitted by the Government National Mortgage Association for each GNMA Security 
(the origination being subject, among other conditions, to the availability of FHA mortgage insurance and VA 
guarantees), (ii) the submission by the Master Servicer to the Government National Mortgage Association of certain 
documents required by the Government National Mortgage Association in form and substance satisfactory to the 
Government National Mortgage Association, (iii) the Master Servicer’s continued compliance, on the date of 
issuance of the GNMA Security, with all of the Government National Mortgage Association’s eligibility 
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requirements, specifically including, but not limited to, certain net worth requirements, (iv) the Master Servicer’s 
continued approval by the Government National Mortgage Association to issue GNMA Securities, and (v) the 
Master Servicer’s continued ability to issue, execute and deliver the GNMA Security, as that ability may be affected 
by the Master Servicer’s bankruptcy, insolvency or reorganization. In addition, the issuance of a GNMA Security by 
the Master Servicer is subject to the condition that the Government National Mortgage Association must have 
entered into a guaranty agreement with the Master Servicer. The conditions to the Government National Mortgage 
Association entering into such an agreement may change from time to time, and there can be no assurance that the 
Master Servicer will be able to satisfy all the requirements in effect at the time a GNMA Security is to be issued. 
Moreover, there can be no assurance that all of the above conditions will be satisfied at the time a GNMA Security 
is to be issued by the Master Servicer for purchase by the Trustee. 

GNMA Security 

The Government National Mortgage Association is authorized by Section 306(g) of Title III of the National 
Housing Act of 1934, as amended (the “Housing Act”) to guarantee the timely payment of the principal of, and 
interest on, securities that are based on and backed by a pool composed of, among other things, mortgage loans 
insured by FHA under the Housing Act or guaranteed by the VA under the Servicemen’s Readjustment Act of 1944, 
as amended. Section 306(g) further provides that “[T]he full faith and credit of the United States is pledged to the 
payment of all amounts which may be required to be paid under any guaranty under this subsection.” An opinion 
dated December 9, 1969, of an Assistant Attorney General of the United States, states that guarantees under 
Section 306(g) of mortgage-backed securities of the type to be delivered to the Trustee by the Lenders are 
authorized to be made by the Government National Mortgage Association and “would constitute general obligations 
of the United States backed by its full faith and credit.” 

Government National Mortgage Association Borrowing Authority 

In order to meet its obligations under the guaranty, the Government National Mortgage Association, in its 
corporate capacity under Section 306(d) of Title III of the Housing Act, may issue its general obligations to the 
United States Treasury (the “Treasury”) in an amount outstanding at any one time sufficient to enable the 
Government National Mortgage Association, with no limitations as to amount, to perform its obligations under its 
guaranty of the timely payment of the principal of and interest on the GNMA Securities. The Treasury is authorized 
to purchase any obligations so issued by the Government National Mortgage Association and has indicated in a 
letter dated February 13, 1970, from the Secretary of the Treasury to the Secretary of Housing and Urban 
Development (“HUD”) that the Treasury will make loans to the Government National Mortgage Association, if 
needed, to implement the aforementioned guaranty. 

The Government National Mortgage Association is to warrant to the Trustee, as the owner of the GNMA 
Securities, that, in the event it is called upon at any time to honor its guaranty of the payment of principal and 
interest on any GNMA Security, it shall, if necessary, in accordance with Section 306(d), apply to the Treasury 
Department of the United States for a loan or loans in amounts sufficient to make the payment. 

Servicing of the Mortgage Loans 

Under contractual arrangements that will be entered into by and between the Master Servicer and the 
Government National Mortgage Association, and pursuant to the Program Documents, the Master Servicer is 
responsible for servicing and otherwise administering the mortgage loans in accordance with generally accepted 
practices of the mortgage lending industry and the Government National Mortgage Association Servicer’s Guide. 

The monthly remuneration of the Master Servicer, for its servicing and administrative functions, and the 
guaranty fee charged by the Government National Mortgage Association, are based on the unpaid principal amount 
of each GNMA Security outstanding on the last day of the month preceding the calculation. Each GNMA Security 
carries an interest rate that is fixed below the lowest interest rate on the underlying mortgage loans because the 
servicing and guaranty fees are deducted from payments on the mortgage loans before the payments are forwarded 
to the Trustee. 

It is expected that interest and principal payments on the mortgage loans received by the Master Servicer 
will be the source of money for payments on the GNMA Securities. If those payments are less than the amount then 
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due, the Master Servicer is obligated to advance its own funds to ensure timely payment of all scheduled payments 
of principal and interest due on the GNMA Securities. The Government National Mortgage Association guarantees 
the timely payment in the event of the failure of the Master Servicer to pass through an amount equal to the 
scheduled payments (whether or not made by the mortgagors). 

The Master Servicer is required to advise the Government National Mortgage Association in advance of 
any impending default on scheduled payments so that the Government National Mortgage Association, as guarantor, 
will be able to continue the payments as scheduled on the third business day after the twentieth day of each month. 
However, if the payments are not received as scheduled, the Trustee has recourse directly to the Government 
National Mortgage Association. 

Guaranty Agreement 

The Government National Mortgage Association guaranty agreement to be entered into by the Government 
National Mortgage Association and the Master Servicer upon issuance of a GNMA Security, pursuant to which the 
Government National Mortgage Association guarantees the payment of principal of and interest on that GNMA 
Security (the “GNMA Guaranty Agreement”), provides that, in the event of a default by the Master Servicer, 
including (i) a failure to make any payment due under the GNMA Security, (ii) a request to the Government 
National Mortgage Association to make a payment of principal or interest on a GNMA Security and the utilization 
thereof by the Master Servicer, (iii) insolvency of the Master Servicer, or (iv) default by the Master Servicer under 
any other terms of the GNMA Guaranty Agreement, the Government National Mortgage Association has the right, 
by letter to the Master Servicer, to effect and complete the extinguishment of the Master Servicer’s interest in the 
mortgage loans, and the mortgage loans will thereupon become the absolute property of the Government National 
Mortgage Association, subject only to the unsatisfied rights of the owner of the GNMA Security. In that event, the 
GNMA Guaranty Agreement provides that on and after the time the Government National Mortgage Association 
directs a letter of extinguishment to the Master Servicer, the Government National Mortgage Association will be the 
successor in all respects to the Master Servicer in its capacity under the GNMA Guaranty Agreement and the 
transaction and arrangements set forth or arranged for therein, and will be subject to all responsibilities, duties, and 
liabilities (except the Master Servicer’s indemnification of the Government National Mortgage Association), 
theretofore placed on the Master Servicer by the terms and provisions of the GNMA Guaranty Agreement, provided 
that at any time the Government National Mortgage Association may enter into an agreement with any other eligible 
issuer of GNMA Securities under which the latter undertakes and agrees to assume any part or all responsibilities, 
duties or liabilities theretofore placed on the Master Servicer, and provided that no agreement is to detract from or 
diminish the responsibilities, duties or liabilities of the Government National Mortgage Association in its capacity as 
guarantor of the GNMA Security, or otherwise adversely affect the rights of the owner thereof. 

Payment of Principal of and Interest on the GNMA Securities 

Regular monthly installment payments on each GNMA Security are required to begin on the fifteenth day 
(in the case of a GNMA I Security) and on the twentieth day (in the case of a GNMA II-Custom Pool Security) (or 
in each case if that day is not a business day then the next business day), of the first month following the date of 
issuance of the GNMA Security and will be equal to the aggregate amount of the scheduled monthly principal and 
interest payments on each mortgage loan in the mortgage pool backing the GNMA Security, less the monthly 
servicing and guaranty fees. In addition, each payment is required to include any mortgage prepayments on 
mortgage loans underlying the GNMA Security. 

FANNIE MAE MORTGAGE-BACKED SECURITIES 

General 

The following summary of the Fannie Mae MBS Program (as defined below), the Fannie Mae Securities, 
Fannie Mae’s mortgage purchase and servicing standards and other documents referred to herein does not purport 
to be complete and is qualified in its entirety by reference to Fannie Mae’s Prospectus, as defined below, the Fannie 
Mae Single Family Selling and Servicing Guides and the other documents referred to herein.  
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In response to current financial market and real estate market disruptions due to COVID-19 and the 
Pandemic, certain federal insurance and guaranty programs for mortgage loans have been changed.  See "The 
Agency—COVID-19 Economic Disruption" herein for a discussion of certain of those related program changes. 

Fannie Mae is subject to the supervision and regulation of the Federal Housing Finance Agency to the 
extent provided in the Housing and Economic Recovery Act of 2008.  The FHFA has placed Fannie Mae into 
conservatorship. 

 Information on Fannie Mae and its financial condition is contained in Fannie Mae’s most current annual 
report on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K that are filed with the 
Securities and Exchange Commission (the “SEC”).  Fannie Mae files reports, proxy statements and other 
information with the SEC.  Materials that it files with the SEC are also available from the SEC’s website, 
“www.sec.gov.”  In addition, these materials may be inspected, without charge, and copies may be obtained at 
prescribed rates, at the SEC’s Public Reference Room at 100 F Street, NE, Room 1580, Washington, DC 20549.  
Investors may obtain information on the operation of the Public Reference Room by calling the SEC at 
1-800-SEC-0330.  The periodic reports filed by Fannie Mae with the SEC are also available on Fannie Mae’s 
website at http://www.fanniemae.com/ir/sec or from Fannie Mae at the Office of Investor Relations at 202-752-
7115. The documents and websites referred to above are not a part of this Official Statement, and neither the Agency 
nor any of the Underwriters takes any responsibility for information contained in any of these documents or 
websites. 

Fannie Mae 

 Fannie Mae is a government-sponsored enterprise that was chartered by the U.S. Congress in 1938, 
organized and existing under the Federal National Mortgage Association Charter Act, 12 U.S.C. 1716 et seq. (the 
“Charter”). Fannie Mae has a public mission to support liquidity and stability in the secondary mortgage market, 
where existing mortgage loans are purchased and sold. Fannie Mae securitizes mortgage loans originated by lenders 
in the primary mortgage market into mortgage-backed securities (“Fannie Mae MBS”), which can then be bought 
and sold in the secondary mortgage market. Fannie Mae also participates in the secondary mortgage market by 
purchasing mortgage loans (often referred to as “whole loans”) and mortgage-related securities, including Fannie 
Mae MBS, for Fannie Mae’s mortgage portfolio. In addition, Fannie Mae makes other investments to increase the 
supply of affordable housing, however, pursuant to the Charter, Fannie Mae may not lend money directly to 
consumers in the primary mortgage market. Although Fannie Mae is a corporation chartered by the U.S. Congress, 
the conservator of Fannie Mae is a U.S. Government agency, and the United States Department of Treasury 
(“Treasury”) owns senior preferred stock and a warrant to purchase common stock of Fannie Mae, the U.S. 
Government (including Treasury) does not guarantee, directly or indirectly, the securities or other obligations of 
Fannie Mae. 

 On September 6, 2008, the Director of the Federal Housing Finance Agency (“FHFA”), the safety, 
soundness and mission regulator of Fannie Mae, placed Fannie Mae into conservatorship and appointed FHFA as 
the conservator. As the conservator, FHFA succeeded to all rights, titles, powers and privileges of Fannie Mae, and 
of any stockholder, officer or director of Fannie Mae with respect to Fannie Mae and the assets of Fannie Mae. As 
such, FHFA has the authority to conduct all business of Fannie Mae. Pursuant to the Housing and Economic 
Recovery Act of 2008, FHFA, as conservator, may take “such action as may be necessary to put the regulated entity 
in a sound and solvent condition.” Fannie Mae has no control over FHFA’s actions or the actions it may direct 
Fannie Mae to take. The conservatorship has no specified termination date; Fannie Mae does not know when or how 
the conservatorship will be terminated. In addition, the Board of Directors of Fannie Mae does not have any 
fiduciary duties to any person or entity except to FHFA, as conservator. Accordingly, the Board of Directors is not 
obligated to consider the interests of Fannie Mae or the stockholders of Fannie Mae unless specifically directed to 
do so by FHFA, as conservator. The United States Department of Housing and Urban Development, however, 
remains Fannie Mae’s regulator with respect to fair lending matters. 

Mortgage-Backed Security Program 

 Fannie Mae has implemented a mortgage-backed securities program pursuant to which Fannie Mae issues 
securities backed by pools of mortgage loans (the “MBS Program”). The obligations of Fannie Mae, including its 
obligations under the Fannie Mae Securities, are obligations solely of Fannie Mae and are not guaranteed by 
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the United States Government (including Treasury) and do not constitute a debt or obligation of the United 
States or any agency or instrumentality thereof, including Treasury and FHFA, other than Fannie Mae. 

 The terms of the MBS Program are governed by the Fannie Mae Single Family Selling and Servicing 
Guides (the “Fannie Mae Guides”), as modified by a pool purchase contract, and, in the case of mortgage loans such 
as the Program Loans exchanged with Fannie Mae, a single family master trust agreement (the “Trust Indenture”), 
and a supplement thereto to be issued by Fannie Mae in connection with each pool. The MBS Program is further 
described in a prospectus issued by Fannie Mae (the “Fannie Mae Prospectus”). The Fannie Mae Prospectus is 
updated from time to time. 

Fannie Mae Securities 

 Fannie Mae Securities are mortgage-backed pass-through securities issued and guaranteed by Fannie Mae 
under its MBS Program. As of June 3, 2019, each Fannie Mae Security will be a Uniform Mortgage-Backed 
Security (“UMBS”) (see “The Residential Housing Finance Program—Uniform Mortgage-Backed Securities”). 
Each Fannie Mae Security will represent the entire interest in a specified pool of mortgage loans purchased by 
Fannie Mae from the Master Servicer and identified in records maintained by Fannie Mae. The Pool Contract 
requires that each Fannie Mae Security be in a minimum amount of $250,000 (or, in each case, the lesser amounts as 
may be approved by Fannie Mae). The mortgage loans backing each Fannie Mae Security are to bear interest at a 
rate higher than each Fannie Mae Security (the “pass-through rate”). The difference between the interest rate on the 
mortgage loans and the pass-through rate on the Fannie Mae Security is to be collected by the Master Servicer and 
used to pay the Master Servicer’s servicing fee and Fannie Mae’s guaranty fee. 

 Fannie Mae will guarantee to the registered holder of the Fannie Mae Securities that it will distribute 
amounts representing scheduled principal and interest at the applicable pass-through rate on the mortgage loans in 
the pools represented by the Fannie Mae Securities, whether or not received, and the full principal balance of any 
foreclosed or other finally liquidated mortgage loan, whether or not that principal balance is actually received. The 
obligations of Fannie Mae under these guarantees are obligations solely of Fannie Mae and are not backed 
by, nor entitled to the faith and credit of the United States. If Fannie Mae were unable to satisfy these 
obligations, distributions to the Trustee, as the registered holder of the Fannie Mae Securities, would consist 
solely of payments and other recoveries on the underlying mortgage loans and, accordingly, monthly 
distributions to the Trustee, as the holder of the Fannie Mae Securities, and payments on Outstanding Bonds 
would be affected by delinquent payments and defaults on those mortgage loans. 

Payments on the Mortgage Loans; Distributions on the Fannie Mae Securities 

 Payments on a Fannie Mae Security will be made on the 25th day of each month (beginning with the month 
following the month the Fannie Mae Security is issued), or, if the 25th day is not a business day, on the first business 
day next succeeding the 25th day. With respect to each Fannie Mae Security, Fannie Mae will distribute to the 
Trustee an amount equal to the total of (i) the principal due on the mortgage loans in the related pool underlying the 
Fannie Mae Security during the period beginning on the second day of the month prior to the month of the 
distribution and ending on the first day of the month of distribution, (ii) the stated principal balance of any mortgage 
loan that was prepaid in full during the second month next preceding the month of the distribution (including as 
prepaid for this purpose at Fannie Mae’s election any mortgage loan repurchased by Fannie Mae because of Fannie 
Mae’s election to repurchase the mortgage loan after it is delinquent, in whole or in part, with respect to four 
consecutive installments of principal and interest; or because of Fannie Mae’s election to repurchase that mortgage 
loan under certain other circumstances), (iii) the amount of any partial prepayment of a mortgage loan received in 
the second month next preceding the month of distribution, and (iv) one month’s interest at the pass-through rate on 
the principal balance of the Fannie Mae Security as reported to the Trustee (assuming the Trustee is the registered 
holder) in connection with the previous distribution (or, respecting the first distribution, the principal balance of the 
Fannie Mae Security on its issue date). 

 For purposes of distributions, a mortgage loan will be considered to have been prepaid in full if, in Fannie 
Mae’s reasonable judgment, the full amount finally recoverable on account of that mortgage loan has been received, 
whether or not that full amount is equal to the stated principal balance of the mortgage loan. Fannie Mae may, in its 
discretion, include with any distribution principal prepayments, both full and partial, received during the month prior 
to the month of distribution but is under no obligation to do so. 
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FREDDIE MAC MORTGAGE-BACKED SECURITIES 

General 

The following summary of the Freddie Mac Guarantor Program, the Freddie Mac Securities, 
Freddie Mac’s mortgage purchase and servicing standards and other documents referred to herein does not purport 
to be complete and is qualified in its entirety by reference to Freddie Mac’s Mortgage Participation Certificates 
Offering Circular, applicable Offering Circular Supplements, Freddie Mac’s Information Statement, any 
Information Statement Supplements, the Freddie Mac Securities and any other documents made available by 
Freddie Mac. Copies of the Offering Circular, Information Statement and any supplements to those documents and 
other information can be obtained by calling Freddie Mac’s Investor Inquiry Department (telephone 
(800) 336-3672) or by accessing Freddie Mac’s World Wide Web site.  

In response to current financial market and real estate market disruptions due to COVID-19 and the 
Pandemic, certain federal insurance and guaranty programs for mortgage loans have been changed.  See "The 
Agency—COVID-19 Economic Disruption" herein for a discussion of certain of those related program changes. 

Freddie Mac is subject to the supervision and regulation of the FHFA to the extent provided in the federal 
Housing and Economic Recovery Act of 2008.  The FHFA has placed Freddie Mac into conservatorship.  

Freddie Mac is a publicly traded company listed on the New York Stock Exchange (symbol: FRE). 
Information on Freddie Mac and its financial condition is contained in annual, quarterly and current reports, proxy 
statements and other information that Freddie Mac files with the SEC.  You may read and copy any document 
Freddie Mac files with the SEC at the SEC’s public reference room at 100 F Street, N.E., Washington, D.C. 20549. 
Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. These SEC filings are 
also available to the public from the SEC’s website at http://www.sec.gov. The documents and websites referred to 
above are not a part of this Official Statement, and neither the Agency nor any of the Underwriters takes any 
responsibility for information contained in any of these documents or websites. 

Freddie Mac 

Freddie Mac is a shareholder-owned government-sponsored enterprise created on July 24, 1970 pursuant to 
the Federal Home Loan Mortgage Corporation Act, Title III of the Emergency Home Finance Act of 1970, as 
amended, 12 U.S.C. §§ 1451-1459 (the “Freddie Mac Act”). Freddie Mac’s statutory mission is (i) to provide 
stability in the secondary market for residential mortgages; (ii) to respond appropriately to the private capital 
market; (iii) to provide ongoing assistance to the secondary market for residential mortgages (including activities 
relating to mortgages on housing for low- and moderate-income families involving a reasonable economic return 
that may be less than the return earned on other activities); and (iv) to promote access to mortgage credit throughout 
the United States (including central cities, rural areas and underserved areas) by increasing the liquidity of mortgage 
financing. Neither the United States nor any agency or instrumentality of the United States is obligated, either 
directly or indirectly, to fund the mortgage purchase or financing activities of Freddie Mac or to guarantee Freddie 
Mac’s securities or obligations. 

Freddie Mac’s principal business consists of the purchase of (i) first-lien, conventional residential 
mortgages subject to certain maximum loan limits and other underwriting requirements under the Freddie Mac Act 
and (ii) securities backed by those mortgages. Freddie Mac finances its mortgage purchases and mortgage-backed 
securities purchases through the issuance of a variety of securities, primarily pass-through mortgage participation 
certificates and unsecured debt, as well as with cash and equity capital. 

On September 7, 2008, the Director of the Federal Housing Finance Agency (“FHFA”) appointed FHFA as 
conservator of Freddie Mac in accordance with the Federal Housing Finance Reform Act of 2008 (the “Reform 
Act”) and the Federal Housing Enterprises Financial Safety and Soundness Act of 1992. On September 7, 2008, in 
connection with the appointment of FHFA as conservator, Freddie Mac and the U.S. Department of the Treasury 
(“Treasury”) entered into a Senior Preferred Stock Purchase Agreement. Also, pursuant to its authority under the 
Reform Act, Treasury announced that it has established the Government Sponsored Enterprise Credit Facility (a 
lending facility to ensure credit availability to Freddie Mac, Fannie Mae, and the Federal Home Loan Banks that 
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will provide secured funding on an as needed basis under terms and conditions established by the Treasury Secretary 
to protect taxpayers) and a program under which Treasury will purchase Government Sponsored Enterprise 
(including Freddie Mac) mortgage-backed securities (MBS) in the open market. The announcements by FHFA and 
Treasury and descriptions of these programs are available at their respective websites: http://www.OFHEO.gov and 
http://www.Treasury.gov.  

Freddie Mac Guarantor Program 

 Freddie Mac has established a mortgage purchase program pursuant to which Freddie Mac purchases a 
group of mortgages from a single seller in exchange for a Freddie Mac certificate representing an undivided interest 
in a pool consisting of the same mortgages (the “Guarantor Program”). Freddie Mac approves the institutions that 
may sell and service mortgages under the Guarantor Program on an individual basis after consideration of factors 
such as financial condition, operational capability and mortgage origination and/or servicing experience. Most 
sellers and servicers are HUD-approved mortgagees or FDIC-insured financial institutions. 

Freddie Mac Securities 

 Freddie Mac Securities will be mortgage-backed pass-through securities issued and guaranteed by Freddie 
Mac under its Guarantor Program. As of June 3, 2019, each Freddie Mac Security will be a Uniform Mortgage-
Backed Security (“UMBS”) (see “The Residential Housing Finance Program—Uniform Mortgage-Backed 
Securities”). Freddie Mac Securities are issued only in book-entry form through the Federal Reserve Banks’ book-
entry system. Each Freddie Mac Security represents an undivided interest in a pool of mortgage loans. Payments by 
borrowers on the mortgage loans in the pool are passed through monthly by Freddie Mac to record holders of the 
Freddie Mac Securities representing interests in that pool. 

 Payments on Freddie Mac Securities that are not UMBS begin on or about the 15th day of the first month 
following issuance. Payments on Freddie Mac Securities that are UMBS begin on the 25th day of the first month 
following issuance, or, if the 25th day is not a business day, on the first business day next succeeding the 25th day. 
Each month Freddie Mac passes through to record holders of Freddie Mac Securities their proportionate share of 
principal payments on the mortgage loans in the related pool and one month’s interest at the applicable pass-through 
rate. The pass-through rate for a Freddie Mac Security is determined by subtracting from the lowest interest rate on 
any of the mortgage loans in the pool the applicable servicing fee and Freddie Mac’s management and guarantee fee, 
if any. The interest rates on the mortgages in a pool formed under Freddie Mac’s Guarantor Program must fall 
within a range from the pass-through rate on the Freddie Mac Securities plus the minimum servicing fee through the 
pass-through rate plus 250 basis points. 

 Freddie Mac guarantees to each record holder of a Freddie Mac Security the timely payment of interest at 
the applicable pass-through rate on the principal balance of the holder’s Freddie Mac Security. Freddie Mac also 
guarantees to each holder of a Freddie Mac Security (i) the timely payment of the holder’s proportionate share of 
monthly principal due on the related mortgage loans, as calculated by Freddie Mac, and (ii) the ultimate collection 
of the holder’s proportionate share of all principal of the related mortgage loans, without offset or reduction, no later 
than the payment date that occurs in the month by which the last monthly payment on the Freddie Mac Security is 
scheduled to be made. 

 Freddie Mac may pay the amount due on account of its guarantee of ultimate collection of principal on a 
mortgage at any time after default, but not later than 30 days following (i) the foreclosure sale of the mortgaged 
property, (ii) if applicable, the payment of an insurance or guaranty claim by the mortgage insurer or guarantor or 
(iii) the expiration of any right of redemption that the borrower may have, whichever is the last to occur. In no event, 
however, will Freddie Mac make payments on account of this guarantee later than one year after an outstanding 
demand has been made on the borrower for accelerated payment of principal or for payment of the principal due at 
maturity. 

 The obligations of Freddie Mac under its guarantees of the Freddie Mac Securities are obligations of 
Freddie Mac only. The Freddie Mac Securities, including the interest thereon, are not guaranteed by the 
United States and do not constitute debts or obligations of the United States or any agency or instrumentality 
of the United States other than Freddie Mac. If Freddie Mac were unable to satisfy its obligations under its 
guarantees, distributions on the Freddie Mac Securities would consist solely of payments and other recoveries 
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on the related mortgages; accordingly, delinquencies and defaults on the mortgage loans would affect 
distributions on the Freddie Mac Securities and could adversely affect payments on Outstanding Bonds.  

Mortgage Purchase and Servicing Standards 

 All mortgage loans purchased by Freddie Mac must meet certain standards established by the Freddie Mac 
Act. In addition, Freddie Mac has established its own set of mortgage purchase standards, including credit, appraisal 
and underwriting guidelines. These guidelines are designed to determine the value of the real property securing a 
mortgage loan and the creditworthiness of the borrower. Freddie Mac’s administration of its guidelines may vary 
based on its evaluation of and experience with the seller of the mortgage loans, the loan-to-value ratio and age of the 
mortgage loans, the type of property securing the mortgage loans and other factors. 

 Freddie Mac has also established servicing policies and procedures to support the efficient and uniform 
servicing of the mortgage loans it purchases. Each servicer must perform diligently all services and duties customary 
to the servicing of mortgage loans in a manner consistent with prudent servicing standards. The duties performed by 
a servicer include collection and remittance of principal and interest to Freddie Mac; administration of escrow 
accounts; collection of insurance or guaranty claims; property inspections; and, if necessary, foreclosure. Freddie 
Mac monitors servicers’ performance through periodic and special reports and inspections. 

 In the event of an existing or impending delinquency or other default on a mortgage loan, Freddie Mac may 
attempt to resolve the default through a variety of measures. In determining which measures to pursue with respect 
to a given mortgage loan and when to initiate those measures, Freddie Mac seeks to minimize the costs that may be 
incurred in servicing the mortgage, as well as Freddie Mac’s possible exposure under its guarantees. However, the 
measures that Freddie Mac may choose to pursue to resolve a default will not affect Freddie Mac’s guarantees. In 
any event, Freddie Mac generally repurchases from a pool any mortgage loan that has remained delinquent for at 
least 120 consecutive days and makes payment of principal to record holders pursuant to Freddie Mac’s guarantee of 
ultimate collection of principal. 

THE MASTER SERVICER 

U.S. Bank National Association currently serves as Master Servicer for the Agency’s MBS Program, 
including the Program Securities to be financed with proceeds of the Series Bonds. The Agency has entered into a 
Servicing Agreement, dated as of October 17, 2013 (the “Servicing Agreement”), with U.S. Bank National 
Association, as master servicer (the “Master Servicer”), for an indefinite term (subject to termination rights), which 
replaces the previous servicing agreement executed by the Agency and the Master Servicer. The Program Securities 
acquired with proceeds of the Series Bonds are expected to be serviced by the Master Servicer. 

THE FOLLOWING INFORMATION ABOUT THE MASTER SERVICER RELATES TO AND WAS 
SUPPLIED BY U.S. BANK NATIONAL ASSOCIATION. NONE OF THE AGENCY, THE UNDERWRITERS, 
THEIR COUNSEL OR BOND COUNSEL HAS VERIFIED THIS INFORMATION OR GUARANTEES IT AS 
TO COMPLETENESS OR ACCURACY.  POTENTIAL INVESTORS SHOULD NOT CONSTRUE THIS 
INFORMATION AS A REPRESENTATION OF ANY OF THE AGENCY, THE UNDERWRITERS, THEIR 
COUNSEL OR BOND COUNSEL. 

As of September 30, 2020, the Master Servicer serviced 1,347,874 single-family mortgage loans purchased 
through its U.S. Bank Home Mortgage Division, with an aggregate principal balance of approximately $211.8 
billion. The Master Servicer currently services single-family mortgage loans for state and local housing finance 
authorities, mutual savings banks, life insurance companies, savings and loan associations, commercial banks, as 
well as Fannie Mae, GNMA and Freddie Mac. 

As of September 30, 2020, according to its unaudited quarterly financial statements, U.S. Bancorp had total 
assets of approximately $540.5 billion and a net worth of $52.6 billion.  For the nine months ended September 30, 
2020, the Master Servicer, through its U.S. Bank Home Mortgage Division, originated and purchased single-family 
mortgage loans in the total principal amount of approximately $64.2 billion. 
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The Master Servicer is (i) an FHA- and VA-approved lender in good standing. (ii) a GNMA-approved 
seller and servicer of mortgage loans and an issuer of mortgage-backed securities guaranteed by GNMA, (iii) a 
Fannie Mae approved seller and servicer of Fannie Mae Securities, and (iv) a Freddie Mac approved seller and 
servicer of Freddie Mac securities.   

The Master Servicer is not liable for the payment of the principal of Outstanding Bonds or the interest or 
redemption premium, if any, thereon. 

The holding company for U.S. Bank National Association is U.S. Bancorp, the fifth largest financial 
services holding company in the United States.  
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Board Agenda Item: 8.A 
Date: 11/19/2020 

 
 
Item: 1st Quarter FY 2021 Financial Reporting Package  
 
 
Staff Contact(s):  
Kevin Carpenter, 651.297.4009, kevin.carpenter@state.mn.us 
Debbi Larson, 651.296.8183, debbi.larson@state.mn.us 
 
Request Type:  
  

☒ Approval ☐ No Action Needed 

☒ Motion ☐ Discussion 

☐ Resolution ☐ Information 
 
Summary of Request: 
Staff will review 1st quarter financial results. 
 
Fiscal Impact: 
None. 
 
Meeting Agency Priorities:  

☐  Improve the Housing System 

☐  Preserve and Create Housing Opportunities 

☐  Make Homeownership More Accessible  

☐  Support People Needing Services 

☐  Strengthen Communities 
 

 
Attachment(s):  

• Noteworthy Items 

• Financial Dashboard 

• Selected Financial Statements—1st quarter FY 2021 
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Minnesota Housing Finance Agency 

FY 2021 1st Quarter Financial Results 

Noteworthy Items 

 

Consolidated Balance Sheet – 9/30/20 vs. 9/30/19 

Assets continue to grow and are up $574.8 million over one year ago, surpassing $5.19 billion.  

Year-over-year we continued to recognize substantial growth in the Mortgage-Backed 

Securities (MBS) portfolio, and also recognized some one-time growth in the cash and other 

investments in our appropriated funds. 

Overall, Agency loan assets recognized a slight increase due to new production of Pool 2 loans. 

The remaining outstanding loans in both Multi-family and single family are largely in run-off, 

particularly as single family homeownership loans are securitized into MBS, rather than carried 

as whole loans. 

The bonds payable liability increased by $367.7 million over one year ago, primarily due to 

continued bond financing of our strong homeownership production. 

 

Operating Results Sustainable Core 1st Quarter FY 21 vs. 1st Quarter FY 20 

In the Sustainable Core, in Q1 FY21 Net Interest Income was $12.5 million, compared to Q1 

FY20 which was $16.1 million, a decrease of 22.3%, but up from $12.0 million in Q4 of FY20 

Total interest revenue for FY21 1st quarter was $32.1 million, down from 1st quarter FY20 by 

$4.2 and up from prior quarter Q4 FY20 by $4.0 million. 

$0

$2,000

$4,000

$6,000

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 YTD

Assets vs. Bonds Payable (Consolidated)
Millions

As of 9-30-20

Assets Bonds Payable
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Interest expense for the 1st quarter was $19.6 million, down from $24.1 million from prior 

quarter, and down from 1st quarter FY20 which was $20.2 million. The majority of our interest 

expense in any quarter is related to our outstanding debt, with a small component related to 

any short-term advances draw from the facility with the Federal Home Loan Bank of Des 

Moines. 

        

 

Sustainable Core operating expenses were $8.4 million for the quarter, down by $2.7 million 

over prior quarter. Year-over-year, for the 1st quarter, operating expenses are flat.   

Also booked a ($14.5) million unrealized loss on the MBS portfolio in the quarter, following a 

$17.0 million unrealized gain in the fourth quarter FY20.  Quarterly fluctuations in this line will 

continue as the mark-to-market impact of our fixed rate MBS in various interest rate 

environments is recognized.    
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Unrealized Gains/Losses ($11.7)($13.9) $30.1 $42.6 $32.4 $31.9 ($9.8) $65.3 $17.0 ($14.5)

Treasury Rate 2.85% 3.05% 2.69% 2.41% 2.00% 1.68% 1.92% 0.70% 0.66% 0.87%
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Prior  Change from  Change From 

Quarter End Quarter End  Prior Quarter Year Ago Year Ago

CONSOLIDATED
   Total Assets 5,196.6 4,888.8 307.8 4,621.8 574.8

      Program Securities 3,038.9 3,184.3 (145.4) 2,780.7 258.2
      Loans, net 962.4 933.7 28.7 951.7 10.7
      Other investments and cash 1,172.3 747.3 425.0 865.1 307.2

   Total Liabilities 4,131.5 3,849.5 282.0 3,622.4 509.1

   Net Position

         restricted by Resolution 526.7 540.0 (13.3) 456.7 70.0
         restricted by Covenant 498.0 494.0 4.0 499.2 (1.2)
         restricted by Law 304.2 168.1 136.1 197.5 106.7
         unrestricted ‐ State Appr‐Backed Debt (280.7) (179.8) (100.9) (179.8) (100.9)
         other 3.5 4.3 (0.8) 5.2 (1.7)

   Total Net Position 1,051.7 1,026.6 25.1 978.8 72.9

CONSOLIDATED EXCLUDING APPROPRIATED

   Total Assets 4,735.1 4,689.3 45.8 4,376.0 359.1

   Net Position 1,028.3 1,038.3 (10.0) 961.1 67.2

SUSTAINABLE CORE

   Total Assets 4,603.5 4,563.8 39.7 4,258.7 344.8

        Program Securities 3,038.9 3,184.3 (145.4) 2,780.7 258.2
        Loans, net 821.7 796.6 25.1 826.2 (4.5)
        Other investments & cash 720.0 559.6 160.4 627.9 92.1

   Total Liabilities 3,693.4 3,637.7 55.7 3,394.3 299.1

         Bonds payable, net 3,505.8 3,453.8 52.0 3,239.1 266.7

   Net Position 896.7 913.3 (16.6) 843.8 52.9

* Assets and liabilities do not include deferred inflows/outflows

BALANCE SHEET*
Quarterly Financial Dashboard ‐ Selected Reporting

As of September 30, 2020 ‐ ($ million)
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This Prior  Change from Last Year

Quarter Quarter Prior Quarter FYTD FYTD Change

CONSOLIDATED

   Revenues 247.1 121.5 125.6 247.1 198.7 48.4

   Expenses  121.1 113.0 8.1 121.1 112.2 8.9

     Net 126.0 8.5 117.5 126.0 86.5 39.5

SUSTAINABLE CORE

   Interest revenue 32.1 36.1 (4.0) 32.1 36.3 (4.2)

   Other revenue 16.1 15.1 1.0 16.1 15.1 1.0

   Unrealized gain (loss) (14.5) 17.0 (31.5) (14.5) 31.9 (46.4)

     TOTAL REVENUE 33.7 68.2 (34.5) 33.7 83.3 (49.6)

   Interest Expense 19.6 24.1 (4.5) 19.6 20.2 (0.6)

   Operating Expenses(1) 8.4 11.1 (2.7) 8.4 8.4 0.0

   Other Expenses 14.4 17.5 (3.1) 14.4 13.2 1.2

     TOTAL EXPENSE 42.4 52.7 (10.3) 42.4 41.8 0.6

     Revenue over Expense (8.7) 15.5 (24.2) (8.7) 41.5 (50.2)

     Net Interest Income 12.5 12.0 0.5 12.5 16.1 (3.6)
Annualized Net Interest Margin(2) 1.10% 1.10% 1.10% 1.54%

(1) Salaries, benefits and other general operating; includes YE Pension Adj

(2)Annualized Net Interest Income/Average assets for period

STATEMENT OF OPERATIONS
Quarterly Financial Dashboard ‐ Selected Reporting

As of September 30, 2020 ‐ ($ million)
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Board Agenda Item: 8.B 
Date: 11/19/2020 

Item: 10 Trends in Housing in 2020 

Staff Contact(s):  
John Patterson, 651.296.0763, john.patterson@state.mn.us 

Request Type: 

☐ Approval ☒ No Action Needed 

☐ Motion ☒ Discussion 

☐ Resolution ☐ Information 

Summary of Request: 
The Agency recently released chart book describing 10 Trends in Housing in 2020.  The full report has 
four to six charts that provide details on each of the 10 trends. As a summary, we have attached for your 
review and discussion one key chart for each of the trends.  If you want more details, the full report is on 
our website (link to full report). 

Fiscal Impact: 
None. 

Meeting Agency Priorities: 

☒  Improve the Housing System 

☒  Preserve and Create Housing Opportunities 

☒  Make Homeownership More Accessible  

☒  Support People Needing Services 

☒  Strengthen Communities 

Attachment(s): 

• 10 Trends in Housing in 2020
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Board Agenda Item: 9.A 
Date: 11/19/2020 

 
 
Item: 2020 State Election Update 
 
Staff Contact(s):  
Ryan Baumtrog, 651-296-9820, ryan.baumtrog@state.mn.us 
Dan Kitzberger, 651-296-3706, dan.kitzberger@state.mn.us 
 
Request Type:  
  

☐ Approval ☒ No Action Needed 

☐ Motion ☐ Discussion 

☐ Resolution ☒ Information 
 
Summary of Request: 
On November 3, the State of Minnesota held its general election.  All 134 House seats and all 67 Senate 
seats were on the ballot for the State Legislature.  Staff wanted to provide a brief update on the election 
results as it relates to the 2021 State Legislative Session.    
 
Fiscal Impact: 
This is an informational policy update.  No fiscal impact. 
 
Meeting Agency Priorities:  

☒  Improve the Housing System 

☒  Preserve and Create Housing Opportunities 

☒  Make Homeownership More Accessible  

☒  Support People Needing Services 

☒  Strengthen Communities 
 

 
Attachment(s):  

• Background  
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Agenda Item: 9.A 
Background 

 
 
Background 
The State of Minnesota held its general election on November 3, 2020.  All the State’s 134 House seats 
and 67 Senate seats were on the ballot.   
 
Here are the main takeaways: 

• The House will remain DFL-controlled with a smaller majority (70 Democrats and 64 
Republicans) if nothing changes after automatic recounts. For the 2019 and 2020 Legislative 
Sessions there were 75 Democrats and 59 Republicans. 

• The Senate GOP will retain their majority. Some seats flipped party, but if all races remain the 
same after automatic recounts, the net impact would be a 34-33 Republican majority. For the 
2019 and 2020 Legislative Sessions there were 35 Republicans and 32 Democrats. 

 
Minnesota is likely to continue as the only divided bicameral State Legislature in the country.  
 
For Minnesota Housing, this means the agency is likely to have the same committee structure and 
committee chairs for the 2021 Legislative Session. It is possible that committee jurisdictions could 
change, but we will not know until mid to late December.   
 
The focus for the 2021 Legislative session will be state appropriations and policy initiatives. The entirety 
of the agency’s base budget is $115 million for the biennium, which equates to about 0.3% of the state’s 
general fund budget. Minnesota Housing receives state appropriations for 15 specific programs and 
activities. The majority of the agency’s programs are for production and preservation of rental housing 
that Minnesotans can afford, supporting homeownership, and preventing and ending homelessness. 
Nearly 50% of our appropriations are housing stability resources (Family Homeless Prevention and 
Assistance, Bridges, and Housing Trust Fund) geared towards those at the lowest-incomes and families 
experiencing or at-risk of experiencing homelessness. Another 20% of appropriated programs are 
development programs benefitting households at the lowest incomes, primarily households at 30% AMI 
or below.  
 
Key issues impacting the 2021 Session are the pandemic, the state’s budget deficit, and divided 
government. Staff are anticipating most of the Session will be done virtually, with limited in-person 
visits.    
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Board Agenda Item: 9.B 
Date: 11/19/2020 

 
 
Item: 2020 Cost Containment Report 
 
 
Staff Contact(s):  
John Patterson, 651.296-0763, john.patterson@state.mn.us 
 
Request Type:  
  

☐ Approval ☒ No Action Needed 

☐ Motion ☐ Discussion 

☐ Resolution ☒ Information 
 
Summary of Request: 
Staff is providing the 2020 Cost Containment report for your review.  The report provides context for the 
projects that the Board is reviewing for selection next month. 
 
 
Fiscal Impact: 
None 
 
Meeting Agency Priorities: 

☒  Improve the Housing System 

☒  Preserve and Create Housing Opportunities 

☒  Make Homeownership More Accessible  

☒  Support People Needing Services 

☒  Strengthen Communities 
 

 
Attachment(s): 

• 2020 Cost Containment Report 
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Cost Containment Report
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OVERVIEW AND CONTEXT 

Containing the cost of housing development is a critical issue in Minnesota. In 2019, about 536,000 

Minnesota households were cost burdened by spending more than 30 percent of their income on 

housing.1 If we are to address the need for housing that is affordable, we must build and preserve as 

many affordable units as possible with the limited resources available, which requires us to be cost 

conscious. However, cost containment requires tradeoffs and a balanced approach. 

• Using lower quality materials and less efficient systems will reduce upfront costs, but they can 

also increase ongoing maintenance, repair, and utility costs, which may not be cost-effective in 

the long run. 
 

• Using lower quality materials and more basic designs for a building’s exterior will also reduce 

costs, but they will also make it more challenging to fit affordable housing in the surrounding 

neighborhood, particularly higher-incomes communities, which can lead to community 

opposition and increase costs related to delays, re-design, and projects not moving forward. 
 

• Siting developments in less expensive locations can save money, but it can also reduce the 

tenants’ access to jobs, services, amenities, safe neighborhoods, public transportation, good 

schools, and other benefits. 

We based our 2020-23 Strategic Plan on the principle that housing is the foundation for success, 

providing individuals, families and communities the opportunity to thrive. To achieve this outcome for 

as many lower-income households as possible, our goal is to finance high-quality, durable, location-

efficient housing that provides access to jobs, transit, and other amenities and is built at reasonable 

costs. We are balancing the goal of cost containment with other policy objectives. 
 

Overall, as the following assessment shows, we have been effective at containing costs over the last 

decade and a half – maintaining relatively consistent total development costs (TDC) while pursuing other 

policy objectives that can increase costs, including supportive housing for people experiencing 

homelessness and people with disabilities, energy-efficient and healthy homes, and locations that 

provide access to jobs, transit, and other amenities. We continue to identify and pursue additional 

strategies to contain and reduce costs, including encouraging different types of construction methods. 
 

This report is broken into two sections – the first addresses multifamily costs, and the second addresses 

single family costs. 

 

  

 
1 Minnesota Housing analysis of data from the U.S. Census Bureau’s American Community Survey (2019, 1-year 
sample). 
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MULTIFAMILY COSTS 

In a typical year, we distribute over $150 million for multifamily development.2 We work to allocate 

these funds efficiently and effectively to address the significant shortage of affordable housing and the 

need for housing that is affordable to those with the lowest incomes. The first part of this section 

provides an overview of our results, and the second part outlines our strategies for achieving those 

results and improving performance. 
 

Overview of Multifamily Costs 
 

Overall, the average TDC per unit has been around $200,000 for the last decade, after controlling for 

inflation in residential construction costs (which accounts for changes in material and wage costs over 

time). The data in Figure 1 applies to all types of developments, including new construction, 

rehabilitation, metro area, Greater Minnesota, tax credit, and non-tax credit. The trend line is influenced 

not only by the underlying cost trends but also by the mix of projects in a given year.3 For example, a 

larger share of resources going to new construction developments with tax credits in the metro area will 

increase average costs, while a larger share going to rehabilitation developments without tax credits in 

Greater Minnesota will decrease average costs. 
 

Figure 1:  Average TDC per Unit 2003 to 2019 – All Types of Developments 

(Adjusted for Construction Inflation, 2020 Dollars) 

 
 

To control for the mix of projects in the trend line, Figure 2 shows average TDC per unit just for new 

construction projects with tax credits in the metro area. Again, average costs are relatively constant, but 

 
2 This includes syndication proceeds from 9% housing tax credits. 
3 To increase the comparability of the data, we excluded developments with a TDC per unit that were less than 
$40,000, which took out rehabilitation projects with a more limited scope of work and added consistency to the 
level of rehabilitation being assessed. We also excluded developments with an overall acquisition cost of less than 
$10,000, which excludes projects with no acquisition or heavily subsidized acquisition. 
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at a slightly higher level, just above $250,000. The relatively consistent or contained cost is the key 

finding. 
 

Figure 2:  TDC per Unit 2003 to 2019 – New Construction with Tax Credits in the Metro Area 

(Adjusted for Construction Inflation, 2020 Dollars)  

 
 

Most importantly, costs have remained relatively consistent while we have taken on policy initiatives 

that can increase costs. 

• In 2003, we added a selection and funding priority for supportive housing for people 

experiencing homelessness, which is generally a more costly type of development. 
 

• In 2007, we added our Green Communities Overlay, which requires our developments to have 

energy-efficient and healthy-home features. 
 

• In the last several of years, we strengthened our location efficiency priority by making it more 

geographically precise and increasing the points it receives in the selection process. Housing 

that is in a walkable neighborhood and near transit, jobs, and other amenities can be more 

expensive. 

While we added or enhanced these policy objectives, we also added cost containment provisions. 

• Starting in 2006, we developed and used our predictive cost model, which compares a 

development’s proposed costs with the costs that we would expect for that development based 

on the Agency’s experience with similar projects and industry-wide standards. This process flags 

high cost developments and helps maintain costs at a reasonable level. 
 

• With the Qualified Allocation Plan (QAP) for the 2014 Low-Income Housing Tax Credits (LIHTC), 

we added a selection criterion that gives preference to the 50 percent of tax credit applications 

with the lowest TDC per unit, which provides an incentive to minimize costs. 
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• In 2014, we also launched the Minnesota Challenge to Lower the Cost of Affordable Housing, 

which was initiated as an idea competition to identify and address system-level factors (such as 

land use policies or design standards) that increase costs for all developments. Since this initial 

competition, we have carried out several activities to address these systemic-cost drivers. We 

try to carry out at least one initiative each year. 

More information on these initiatives is provided in the report’s next section.  
 

To contain costs, it is important to understand the factors that drive costs. Table 1 provides a break out 

of costs by project type, location and cost component. 

• New construction with tax credits in the Twin Cities metro area is the most expensive type of 

project, while rehabilitation without tax credits in Greater Minnesota is the least expensive. 
 

• Not surprisingly, construction accounts for the clear majority of costs in new construction 

projects, while construction and acquisition costs are both key cost drivers of rehabilitation 

projects. Addressing these costs will have the largest impact in reducing or containing TDCs. 
 

• While soft costs (non-construction costs) account for a smaller share of TDC (15 percent to 24 

percent), they should be a key focus of cost containment strategies. Reducing construction costs 

can affect the quality, durability, and energy efficiency of the housing; and reducing acquisition 

costs can affect location efficiency. While soft costs are a necessary component of a housing 

development, eliminating inefficiencies in these costs will not affect the quality of the housing. 
 

• Low-Income Housing Tax Credits (LIHTC) appear to add five to eight percentage points to the 

share of TDC attributable to soft costs, likely due to the added complexity and cost of putting 

together and financing a tax credit deal. For developments without tax credits, soft costs 

account for 15 to 17 percent of TDC. That percentage jumps to 21 to 24 percent for 

developments with tax credits. 

Table 1:  Share of TDC by Project Type, Location and Cost Component 

Developments Completed between 2003 and 2019 (Adjusted for Construction Inflation, 2020 Dollars) 

        Share of TDC   

      
Avg. TDC per 

Unit 
Construc-

tion 
Acquisi-

tion 
Soft N 

New Const. LIHTC Metro $270,693 69% 7% 24% 88 

New Const. No-LIHTC Metro $213,583 73% 10% 17% 20 

New Const. LITHC Greater MN $220,924 73% 5% 22% 64 

New Const. No-LIHTC Greater MN $196,696 78% 7% 15% 17 

Rehab LIHTC Metro $213,172 35% 42% 23% 43 

Rehab No-LIHTC Metro $142,658 44% 41% 15% 28 

Rehab LITHC Greater MN $133,600 42% 36% 21% 47 

Rehab No-LIHTC Greater MN $95,041 42% 42% 16% 21 
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Strategies for Containing and Reducing Multifamily Costs 
 

As mentioned earlier, we have taken a three-pronged approach to containing costs. 

1. Assess Cost Reasonableness 
 

2. Incent Cost Containment and Reductions in the Selection of Projects for Housing Tax Credits 
 

3. Address Systemic Cost Drivers 

Strategy 1:  Assess Cost Reasonableness 
 

Minnesota Housing assesses each development for cost reasonableness. An important tool for 

identifying high cost developments is our predictive cost model. The model predicts a development’s 

TDC per unit based on its characteristics. To develop the parameters for the model, we run a 

multivariate regression analysis on the inflation-adjusted costs and characteristics of the developments 

that the Agency financed between 2003 and 2019. The analysis uses the historical data to assess the 

effect that each of the following factors simultaneously has on TDC per unit: 

• Activity Type: 

o New Construction 

o Extensive Rehabilitation4 

o More Limited Rehabilitation 

o Combination of New Construction and Rehabilitation 

o Conversion/Adaptive-Reuse 

• Building Type: 

o Walkup 

o Elevator 

o Townhome 

o Single Family Home/Duplex 

• Number of Stories 

• Unit Size – based on average number of bedrooms per unit in the development 

• Gross Square Footage  

• Location: 

o Minneapolis or Saint Paul 

o Suburbs in Twin Cities Seven-County Metro Area 

o Greater Minnesota – Large City5 

 
4 This involves more extensive work on the interior, exterior, electrical, and mechanical systems of a property.  
“Extensive” versus “more limited” is determined by staff using internal definitions.  
5 The large cities are Duluth, Rochester, St. Cloud, Moorhead, and Mankato; and include a five-mile commute shed 
around the cities. 
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o Greater Minnesota – Regional Job Center6 

o Greater Minnesota – Rural 

• Year Built 

• Underground Garage 

• Acquisition: 

o Land 

o Structure 

o None 

• Financing: 

o Tax Credits 

o Number of Funding Sources 

• Special Costs: 

o Historic Preservation 

o Environmental Abatement 

o Supportive Housing 

We apply the model’s cost parameters for these factors to a proposed development to predict its costs. 

The model is also benchmarked against industry-wide cost data to ensure that our costs are in line with 

the industry. 
 

Overall, the model explains a sizable portion (55 percent to 76 percent) of the variation in the costs for 

developments that we financed between 2003 and 2019, which is a robust result.7 For comparison, Abt 

Associates (a national consulting firm) released in August 2018 a cost analysis of housing tax credit 

developments from across the county, and their regression models explained 52 to 54 percent of the 

variation in the national data.8 Similarly, the U.S. Government Accountability Office (GAO) released in 

September 2018 another cost analysis of tax credit developments, and their regression models 

explained 63 to 65 percent of the variation in their national data.9 Besides the statistical rigor, the model 

has proven very effective over the last 14 years in objectively and systematically flagging developments 

 
6 There are 51 regional job centers, which are the top 15 percent of cities and townships in number of jobs. They 
include: Albert Lea, Albertville, Alexandria, Austin, Baxter, Bemidji, Brainerd, Buffalo, Cambridge, Cloquet, Cold 
Spring, Crookston, Detroit Lakes, Elk River, Fairmont, Faribault, Fergus Falls, Goodview, Grand Rapids, Hibbing, 
Hutchinson, International Falls, La Prairie, Little Falls, Marshall, Montevideo, Monticello, Morris, North Mankato, 
Northfield, Onamia, Owatonna, Park Rapids, Perham, Pipestone, Red Wing, Roseau, Saint Michael, Saint Peter, 
Sartell, Sauk Rapids, Thief Rivers Falls, Virginia, Waite Park, Waseca, Willmar, Windom, Worthington, and 
Wyoming. These areas also include a five-mile commute shed around the cities. 
7 The model explains about 76% of the variation in construction costs and about 55% of the variation in acquisition 
and soft costs. 
8 Abt Associates, Variation in Development Costs for LIHTC Projects (prepared for the National Council of State 
Housing Agencies, August 30, 2018).  The adjusted R-Squared values shown in the appendix varied from 0.5222 to 
0.5433. 
9 U.S. Government Accountability Office (GAO), Low-Income Housing Tax Credit:  Improved Data and Oversight 
Would Strengthen Cost Assessments and Fraud Risk, (September 2018, GAO-18-637). The adjusted R-Squared 
values shown in Appendix II varied from 0.626 to 0.648. 
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with high costs. Each year, we revise and enhance the model based on the previous year’s results and 

staff feedback. 
 

Over time, we have tested models that predict costs on a per-unit and a per-square-foot basis. Based on 

our testing, the per-unit models have explained a larger share of the variation. We believe that this has 

occurred for two reasons. First, some costs are clearly tied to the unit and do not increase with the size 

of the units. For example, apartments regardless of unit size have one kitchen (unless single-room-

occupancy). Second, and most importantly, the per-unit model that we use includes a cost factor that 

accounts for unit size. Developments with larger units and more bedrooms have higher predicted costs. 
 

Under current practice, when staff recommend to the Board developments for funding, they identify the 

developments with a proposed cost that is more than 25 percent higher than the model’s predicted 

cost, and the Board can decide to grant a waiver allowing the higher cost. For these projects, staff 

explains why the proposed costs are reasonable even though they are above the 25 percent threshold. 

There are a wide range of reasons why the costs could be reasonable. For example, a housing 

development and site may be critical to meet a local housing need, but the site requires an unusually 

large amount of environmental remediation.  
 

While the predictive cost model is a useful tool to identify high-cost developments, it is not the only way 

that Agency staff review cost reasonableness. The professional judgment and expertise of our 

underwriting and architectural staff also play a critical role in the assessment of cost reasonableness. 

Even if a project has costs that are within the 25 percent predictive cost model threshold, staff will still 

question costs if they seem high given the context of the development. Our staff has extensive 

experience reviewing funding applications and development costs. Each year, they typically evaluate 75 

or more applications. 

 

Strategy 2:  Incent Cost Containment and Reductions in the Selection of Projects for Low-Income 

Housing Tax Credits 

 

Starting with our Qualified Allocation Plan (QAP) for the 2014 Low-Income Housing Tax Credits, we 

added a cost criterion for selecting developments to receive the credits. The 50 percent of tax credit 

applications with the lowest TDC per unit are eligible to receive six points in the selection process. We 

control for activity-type and location cost differences by dividing the applications into four groups. 

1. New Construction in the Twin Cities metro area 

2. New Construction in Greater Minnesota 

3. Rehabilitation in the Twin Cities metro area 

4. Rehabilitation in Greater Minnesota 

Within each of the four groups, the applications with the lowest costs are eligible for the points. As a 

result, projects are only competing with similar projects for the points. When comparing costs and 

awarding points, we also adjust the costs to account for unit size differences. Projects with 

predominantly smaller units (efficiencies and one bedroom) have their costs adjusted upward when 
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making comparisons; and projects with predominantly large units (three or more bedrooms) have their 

costs adjusted downward.10 This levels the playing field when comparing costs. 
 

With the 2022-2023 QAP, we are proposing to eliminate the cost containment points.  We are 

concerned that the points are a disincentive to innovative energy efficiency/conservation efforts with 

upfront costs and longer-term benefits and are complicated by the fact that some state requirements, 

such as prevailing wage, can increase costs and apply to some tax credit developments but not all. . 
 

Strategy 3:  Address Systemic Cost Drivers 
 

The first two tactics address costs that are specific to individual developments. Systemic cost drivers 

outside the control of developers are critical issues that also need to be addressed. These cost drivers 

ranged from local policies and regulations that increase the cost of housing (such as maximum 

densities), to the large cash reserves that funders and investors may require for affordable housing 

developments, to the complexity of assembling the multiple sources of funding that make an affordable 

housing deal work. 
 

In January 2014, Enterprise Community Partners and the Urban Land Institute’s (ULI’s) Terwilliger Center 

for Housing released a report on best practices from across the country to address these systemic cost 

drivers.11 Overall, the report finds that containing and reducing costs in a prudent and effective way 

does not involve a single magic bullet. Rather, affordable housing costs are driven by dozens of small 

inefficiencies. As one of the lead authors described it, “death by a thousand cuts.”12 
 

To take on these cost drivers, we partnered with the McKnight Foundation, Enterprise, and ULI/Regional 

Conference of Mayors to create an initiative for Minnesota to implement these types of practices, which 

became the MN Challenge to Lower the Cost of Affordable Housing. It began in the winter of 2014 as an 

idea competition. We asked the development community to create cross-discipline teams (developers, 

funders, attorneys, local officials, housing advocates, etc.) and develop and submit ideas to address 

these systemic cost drivers. From the 12 submissions, we selected one to receive $70,000 for 

implementation.13 
 

The winning idea was submitted by the Center for Urban and Region Affairs at the University of 

Minnesota, the Housing Justice Center, and Becker Consulting. Their proposal addresses the issue of 

local practices and policies that add to the cost of affordable housing, including fees, land-use and 

zoning policies, approval processes, and others. These cost drivers have been identified and known for 

years. The value of this idea was identifying and implementing best practices to address them, which 

 
10 To be classified as a development with small units, 75 percent or more of the units have to be efficiencies or 
have one bedroom. To be classified as a development with large units, 50 percent or more of the units have to 
have three or more bedrooms. 
11 Enterprise Community Partners and Urban Land Institute’s Terwilliger Center for Housing, Bending the Cost 
Curve on Affordable Rental Development: Understanding the Drivers of Costs (January 2014). 
12 Michael Spotts, Enterprise Community Partner, presentation to the Affordable Housing Investors Council (AHIC), 
Portland Oregon, October 9, 2014. 
13 The initiative was jointly funded by the McKnight Foundation and Minnesota Housing. 
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included providing technical assistance to communities to pursue the practices and encouraging regional 

organizations to incorporate the implementation strategies into their policies and guidelines, including 

the Metropolitan Council’s Planning Handbook and Housing Performance Scores and ULI’s Tool Box for 

local communities. 
 

As part of our overall cost containment strategy, we have initiated several initiatives that address 

systemic cost drivers. 

• 2014 – Minnesota Housing’s Multifamily Remodel Project. We carried out a project for our 

Multifamily Division to redesign and streamline its application and funding processes - 

everything from proposal inception through application, selection, underwriting, closing, 

construction management, and lease up. The purpose of the remodel is to reduce the time it 

takes a development to move from concept to occupancy. A key finding from the Enterprise/ULI 

report identified complexity, uncertainty, and delays in the funding process as cost drivers. The 

project has achieved positive outcomes. For example, we created a customized online portal to 

receive funding applications for the multifamily consolidated RFP, eliminating paper 

applications. 
 

• 2015 – MinnDocs – Consolidated Legal Documents. Most affordable housing projects have 

multiple deferred loan funding sources, each with their own set of legal documents and 

attorneys, which add unnecessary costs. The Enterprise/ULI report highlighted Massachusetts’ 

practice that consolidates legal documents for all subordinate debt into a single set. The 

development community in Minnesota was intrigued, and we took initial steps to pursue the 

concept. The complexity of making this work turned out not to be worth the limited cost savings 

that would result. 
 

• 2016 - Minnesota Housing’s Design and Construction Standards. As part of our annual 

preparation for the consolidated RFP, we review these standards. During 2016, we specifically 

reviewed the standards with an emphasis on cost containment. We focused on reducing life-

cycle costs (which includes ongoing maintenance, repair, and utility costs), not just upfront 

development costs. Specifically, we surveyed architects, general contractors, and developers 

who work on the developments that we finance about the standards and costs.  We received 66 

responses. Based on the feedback, we made several design changes that should reduce costs. 

For example, we clarified that a separate dining room is not required in units with two or more 

bedrooms but that a dining area (or eat in kitchen) is sufficient.  Each of the changes to the 

standards will unlikely result in significant savings, but they are more examples of small savings 

that can lead to larger savings when combined with each other over time. 
 

• 2017 – Developer Fees.  These fees compensate developers for the time, compliance 

requirements, and risks associated with developing affordable housing and can account for a 

substantial portion of a development’s softs costs. The maximum developer fee that Minnesota 

Housing allows is 15 percent of TDC for the first 50 units and 8 percent for additional units. In 

2017, we assessed our fees and found that they are consistent with other states and that the 

Page 200 of 210



 
 

9 
 

average fee taken by our developers is 7 percent of TDC, well below our maximum. Given our 

cost containment incentives, it appears that developers are typically taking the minimum fee 

that still allows the deal to work for them. If developers applying for tax credits take a higher 

fee, their applications will be less competitive in a highly competitive process, particularly for 9% 

tax credits. Based on this analysis, we decided not to adjust our developer fee structure at this 

time, but it is an area that we will continue to assess given the size of these costs. 
 

• 2018 – Housing Task Force.  Minnesota Housing was a lead sponsor of the Task Force, providing 

much of the staff support. The cost of developing housing was a primary issue addressed by the 

Task Force, which made several cost-related recommendations, including: 
 

o Position Minnesota as a national leader in the advancement of housing innovation and 

technology, which should increase the efficiency and productivity of developing housing 

and reduce the costs. 
 

o Grow the pool of talent in Minnesota’s building trades to enable the sector to meet 

current and future demand, which should address the current shortage of skilled labor. 
 

o Create a statewide review panel to evaluate regulations related to building standards, 

land use, and environmental stewardship for their impact on housing affordability. 
 

While these actions are largely outside the scope of our work, they would directly impact the 

cost of the housing that we finance. 
 

• 2019 and 2020 – Offsite Construction and Other Innovative Techniques.  In 2019, we helped 

organize and co-sponsored the Construction Revolution Summit, which pursued the innovation 

and technology recommendation from the Housing Task Force. The summit brought together 

construction industry leaders to discuss barriers and opportunities to advancing offsite 

construction (including modular and panelized). Offsite construction has struggled to take hold in 

the United State but has the potential to significantly reduce construction costs. 
 

Housing construction is ripe for a major systemic change.  Unlike other industries, it has not 

experienced meaningful productivity increases over the last few decades. We are building homes 

the same way we did 50 years ago. 
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Without productivity gains, reducing the cost of housing construction will remain elusive. Some 

estimates suggest that offsite construction could reduce costs by as much as 20%. 
 

The action plan that came out of the summit called for public funders to finance some 

developments using offsite construction as a pilot. Minnesota Housing’s proposed 2022-2023 

QAP for Low-Income Housing Tax Credits includes a selection preference for developments that 

use innovative construction techniques (including offsite construction) that have to potential to 

reduce construction costs by at least 10% and construction time by at least 20%. 
 

 

 

SINGLE FAMILY COSTS 
 

We typically distribute around $10 million for single family development through our Community 

Homeownership Impact Fund. The level of cost data that we collect is currently less than what we 

collect and analyze for multifamily developments, but evaluating costs and cost containment are a key 

part of our selections process.   
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Overview of Single-Family Costs 
 

The total development costs for the single-family projects that we have financed are reasonable and 

consistent with industry benchmarks. Table 5 shows the median cost per home by location and activity 

for developments that we have financed over the last seven and one-half years. 
 

Table 5:  Impact Fund – Median TDC by Location and Project Type 

Loans Closed October 1, 2012 through March 17, 2020 

Location 
New 

Construction 
Acquisition/Rehab/ 

Resale 

Greater Minnesota $212,607 $204,105 
Metro $351,308 $274,233 

Total $340,809 $271,102 

Excludes projects by Habitat for Humanity and Community Land Trusts 

 

The costs in Table 5 are generally consistent with industry standards. Table 6 shows the RSMeans 

industry-wide costs for new construction (excluding acquisition and some soft costs) in 

Minneapolis/Saint Paul for different sized homes. Our costs are in line with these benchmarks. 

• The RSMeans construction costs for a 1,600 square-foot 2-story home with an unfinished 

basement and average class design is $233,565, which is in the middle of the cost range shown 

in the Table 6 ($171,156 to $294,011). 
 

• Assuming that construction costs account for 75 percent of the TDC and that acquisition and 

additional soft costs account for the remaining 25 percent, the TDC would be $311,420. 
 

• The $351,308 median TDC for new construction financed by Minnesota Housing in the metro 

area (see Table 5) is relatively consistent with the RSMeans costs, but it is 13% higher. 

Table 6: RSMeans Estimated Construction Costs, 2020 (Excluding Acquisition and Some Soft Costs) 

In Minneapolis/Saint Paul, Average Class, Wood Siding, Attached One-Car Garage, One Full Bath 

  1,000 Sqft 1,400 Sqft 1,600 Sqft 2,000 Sqft 

Two Story 
   No basement $171,156 $202,152 $220,714 $251,076 

   With unfinished basement $180,625 $213,813 $233,565 $265,949 

   With finished basement $195,201 $234,289 $256,649 $294,011 

Source:  RSMeans, Residential Cost Data, 2020  
 

Strategies for Containing and Reducing Single-Family Costs 
 

Since 2015, we have focused on becoming more systematic and objective in our assessment of costs. 

Table 7 shows the range of costs per home that we have financed for new construction over the last 

seven and one-half years. The benchmark for the 80th percentile is our threshold for flagging 

developments with a high cost per home. For example, if a new construction project in 

Minneapolis/Saint Paul proposes a TDC per home that exceeds $376,580, it will be flagged for additional 
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scrutiny by staff. This is similar to using the threshold of 25 percent above the predictive model for 

multifamily projects. 
 

As we collect better single-family cost data over a longer period of time, we will start reporting trend 

data and potentially develop a predictive cost model. This will allow us to create an accurate and formal 

process for reporting cost outliers to the Board when making selection and funding recommendations. 

While the current threshold of the 80th percentile has proven valuable for an initial discussion, it has 

deficiencies. It does not account for cost difference resulting from home sizes, garages, number of 

bathrooms, and other factors.   
 

Costs are largely driven by land costs and the costs of construction (materials and labor), but other 

factors such as state-imposed requirements (such as prevailing wage) and unique factors (such as 

historic rehabilitation) can increase costs. Those factors are reviewed and considered during the 

selections process. 
 

Table 7:  Impact Fund – TDC Benchmarks for New Construction, by Location 

 TDC 

Greater Minnesota  
Median $212,607 
20th percentile $168,241 
80th percentile $240,871 

Twin Cities Metro  
Median $351,308 
20th percentile $330,921 
80th percentile $376,580 

Total  
Median $340,809 
20th percentile $237,696 
80th percentile $373,768 

Excludes projects by Habitat for Humanity and Community Land Trusts 

 

  

CONCLUSION 

 

Over the last decade and a half, we have worked to contain upfront development costs while adding 

new policy initiatives that can increase costs. Given the shortage of affordable housing, limited 

resources, and the need to do more, cost containment will remain a critical issue. Since many of the cost 

drivers are outside the direct control of the agency and driven by other stakeholders, we will continue to 

pursue multiple strategies in the affordable housing development process.  
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Board Agenda Item: 9.C 
Date: 11/19/2020 

 
 
Item: Fourth Quarter 2020 Progress Report:  2020-22 Strategic Plan and 2020-21 Affordable Housing 

Plan 
 
Staff Contact(s):  
John Patterson, 651.296.0763, john.patterson@state.mn.us 
 
Request Type:  

☐ Approval ☒ No Action Needed 

☐ Motion ☐ Discussion 

☐ Resolution ☒ Information 
 
Summary of Request: 
Staff have attached for the Board’s review and discussion the fourth quarter 2020 progress report for 
implementing the 2020-22 Strategic Plan and 2020-21 Affordable Housing Plan.  The report has two 
sections:  (1) progress in reaching three strategic goals, and (2) progress in reaching activity forecasts for 
2020. 
 
Fiscal Impact: 
None 
 
Meeting Agency Priorities: 

☒  Improve the Housing System 

☒  Preserve and Create Housing Opportunities 

☒  Make Homeownership More Accessible  

☒  Support People Needing Services 

☒  Strengthen Communities 
 

 
Attachment(s):  

• Fourth Quarter 2020 Progress Report:  2020-22 Strategic Plan and 2020-21 Affordable Housing Plan 
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Fourth Quarter 2020 Progress Report: 

2020-22 Strategic Plan and 2020-21 Affordable Housing Plan 
(October 1, 2019 through September 30, 2020) 

 

This progress report has two sections: 

1. Go Bigger Strategic Goals.  To track our progress in carrying out our 2020-2022 Strategic Plan, we 

have identified three priority areas for which we are setting strategic goals: 

a. Share of first-time homebuyer mortgages going to households of color and indigenous 

communities 

b. Share of new rental units that will be deeply affordable 

c. Number of owner-occupied and rental homes that will be rehabilitated or improved 
 

2. Forecast of Households and Housing Units Assisted.  In our 2020-2021 Affordable Housing Plan, we 

forecasted the number of households and housing units that we expect to assist in program year 

2020.  This section of the report tracks our progress in reaching those forecasts. 
 

After the fourth quarter, we hit our targets or came very close, reflecting an effective kickoff of both 

plans.  We achieved these goals while COVID put tremendous stress on the people and families that we 

support disrupted how we and our partners operate and. 

SMART Goals 
 

1. Share of First-Time Homebuyer Mortgages Going to Households of Color and Indigenous 

Communities 

 

  

2023 Go Bigger Goal 40.0% 
2020 Target 35.0% 

2020 Actual 34.0% 
  

  

  

  

  

  

 

The impact of COVID-19 has made achieving the goal more challenging with the economic distress 

disproportionately impacting people of color and indigenous individuals. While we did not gain ground 

in achieving the 40% goal, we at least stayed where we were 2019. 
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2. Share of New Rental Units that will be Deeply Affordable* 

 
 

  
  

2023 (2022 RFP) Go Bigger Goal 45% 
2020 (2019 RFP) Actual 40% 
  
  
  
  
  
  

* Includes new units: (1) with contract rents that are affordable to people with incomes at or below 30% of the area median 

income (AMI); (2) with rental assistance, including Housing Support; and/or (3) that are permanent supportive housing. 

 

Our ability to go bigger depends on the availability of Housing Infrastructure Bonds (HIB) and rental 

assistance, including the Department of Human Services’ Housing Support.  We are also incenting more 

deeply affordable units in our selection criteria for funding.  Because deeply affordable units require 

more subsidy, there is a tradeoff between the number of units developed overall and number of deeply 

affordable units. 

 

With the 2019 RFP, which had significant HIB resources, we reached 40% on a much larger number of 

new rental units (1,581). 
 

3. Number of Owner-Occupied and Rental Homes that will be Rehabilitated or Improved 

 

  

  

2023 Go Bigger Goal TBD 
2020 Target 3,221 

2020 Actual 3,435 
  

  

  

  

  

 

We are carrying out scenario analyses to identify a go-bigger, stretch goal that is achievable.  With staff 

responding to COVID-19 impacts, this analysis has been delayed. The number of homes that we 

rehabilitate, particularly rental, is largely determined by the level of funding provided by the Legislature.  

The occurrence and size of state bonding bills play a critical role. For example, we have rehabilitated the 

most units when the bonding bill includes resources for rehabilitating public housing. The forecast of 
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3,221 homes for 2020 is based on the level of funds that are available. After the four quarters, we have 

reached 3,435 homes. 
 

Forecast of Households and Housing Units Assisted 
 

The following table tracks our progress in reaching our activity forecasts by program area. For context 

and a comparison, it also provides the level we reached in 2020. 
 

Progress in Reaching Our Forecast of Households and Housing Units Assisted in 2020 
 
 

2020 
Forecast 

2020 
Actual 

Share of 2020 
Forecast Reached 

2019 Actual after 
Four Quarters 

1 Home Mortgage Lending 5,128 5,611 109% 5,079 

2 Homebuyer Education and Coaching 23,136 24,165 104% 20,453 

3 Home Improvement Lending 1,412 1,397 99% 1,167 

4 Other Owner-Occupied Opportunities 534 508 95% 410 

5 Rental New Construction & Adaptive Re-use 1,326 1,860 140% 1,288 

6 Rental Rehabilitation 1,595 2,401 151% 2,521 

7 Rental Refinance Only 288 747 259% 272 

8 State Rent Assistance and Operating Subsidies 3,662 3,581 98% 4,058 

9 Section 8 Contract Administration 29,219 27,919 96% 28,063 

10 Homelessness Prevention and Other Supports 6,424 4,285 67% 6,301 
 

NOTES: 
 

Lines 1-2:  Under our home mortgage programs, we finished the year ahead of our forecast and our 

lending level in 2019. 
 

Line 3:  While Fix-Up lending ended the year above the forecasts, lending under the Rehabilitation Loan 

Program was slower than expected. 
 

Line 4:   Other Owner-Occupied Opportunities include our Community Homeownership Impact Fund, 

Workforce Affordable Homeownership Program, and Manufactured Home Communities.  We reached 

95% of the forecast. 
 

Lines 5-6:  We finished the year well above the forecast for rental construction and rehabilitation with a 

large amount of resources from Housing Infrastructure Bonds. 
 

Line 7:  We offer rental refinancing resources year-round, and it is demand driven. 
 

Line 8:  State funded rental and operating assistance just fell short of the forecast, reaching 98%. 
 

Line 9:  The number of households assisted with project-based rental assistance through the Section 8 

program is stable, with little change over time. 
 

Line 10:  We served fewer households than expected with the available funds because the average 

assistance per household came in around $2,500 when we were expecting $1,700, which may reflect a 

high-level of need with COVID-related economic distress. 
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